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Iberdrola S.A. - Information Furnished Pursuant to Rule 12g3-2(b) under the Securities Exchange

Act of 1934 - File No. 82-03382

On behalf of Iberdrola 5.A. (“Iberdrola”) and pursuant to Rule 12g3-2(b} under the Securities

Exchange Act of 1934, enclosed herewith please find:

Tab Document

Date

1 Amended By-laws

Approved at the General Shareholders’
Meeting on 29 March 2007

2 Rules for the General Shareholders' Meeting

Approved at the General Shareholders’
Meeting on 29 March 2007

3 Regulaticns for the Board of Directors

Approved by the Board of Directors on
20 February 2007, with effect from 29
March 2007

4 Regulations of the Audit and Compliance
Committee

Approved by the Board of Directors on
20 February 2007, with effect from 29
March 2007

5 Regulations of the Nominating and Compensation
Committee

Approved by the Board of Directors on
20 February 2007, with effect from 29
March 2007

6 Internal Regulations for conduct in the Securities

Approved by the Board of Directors on

Market 20 February 2007, with effect from 28
April 2007

7 Investors quarterly report First Quarter 2007
8 Notification of Iberdrola’s transactions on April 3~ 4 April 07

related to its own shares PHOCESSED
9 Notification of Iberdrola’s share transactions on 4 April 07 5 APR 2 3 2007

April 3on the basis of discretionary management of T

the clients’/ investors’ funds F:;I\gﬁg?N
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The principal place of business of this partnership is the address set forth above where a list of partners' names may be inspected. This partnership is reguiated by the Law

Soclety. Also listed above are the offices of partnerships affiliated with this partnership.
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10  Notification of Iberdrola’s transactions on April 4 4 April 07
related to its own shares

11 Notification of Director transactions in Iberdrola’s 4 April 07
shares on April 2

12 Notification of Iberdrola’s transactions on April 10 10 April 07
related to its own shares

13 Press release announcing Iberdrola’s acquisition of 11 April 07
US wind power company CPV Wind Ventures

14 Notification of Iberdrola’s share transactions on 11 April 07
April 10 on the basis of discretionary management
of the clients’/ investors’ funds

15 Notification of Director transactions in Iberdrola’s 11 April 07
shares on April 10

16 Notification of Iberdrola’s share transactions on 12 April 07
April 11 on the basis of discretionary management
of the clients’/ investors’ funds

17  Notification of Iberdrola’s share transactions on 13 April 07

April 12 on the basis of discretionary management
of the clients’/ investors’ funds

Please feel free to call me at 011-44-20-7710-1076 if you have any questions.

Please acknowledge receipt of this letter by stamping the enclosed copy of this letter and
returning it to our messenger who has been instructed to wait.

Sincerely yours,

%«/{Wé

tChael S. Immordino

of LATHAM & WATKINS
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TITLE L. THE COMPANY AND ITS SHARE CAPITAL

Chapter 1. General Provisions
Article 1. Corporate Name

The Company is named IBERDROLA, S.A., and shall be governed by these By-Laws
[Estatutos Sociales], legal provisions relating to corporations and other applicable laws and
regulations.

Article 2. Corporéte Purpose
1." The purpose of the Company is:

{a) To carry out all manner of activities, construction work and services in and of
themselves or with respect to the business of production, transmission, switching
and distribution or supply of electric power or electricity by-products and
applications thereof, and the raw material or energy needed for the generation
thereof; energy, engineering, information-technology, telecommunications and
Internet-related services; water treatment and distribution; the integral provision of
urban and gas supply, as well as other gas storage, regasification, transportation or
distribution activities; which will be carried out indirectly through the ownership of
shares or equity interests in other companies that will not engage in the supply of
gas. o

- (b) The distribution, representation and marketing of all manner of goods and services,
products, articles, merchandise, software programs, industrial equipment and
machinery, tools, utensils, spare parts and accessories. '

{c) The investigation, study and planning of investment and corporate structuring
projects, as well as the promotion, creation and development of industrial,
commercial or service companies.

(d) The provision of services assisting or supporting companies and businesses in which
it has an interest or which are within its corporate group, for which purpose it may
provide appropriate guarantees and bonds in favor thereof.

2. The aforementioned activities may be carried out in Spain as well as abroad, and may be
carried out, in whole or in part, either directly by the Company or through the ownership
of shares or equity interests in other companies, subject in all cases and at all times to
applicable legal provisions for each industry, especially the electricity industry.

Article 3. Duration of the Company

The duration of the Company shall be indefinite, its operations having commenced on the date
of formalization of its deed of incorporation.
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Article 4. Registered Office and Branches

1. The registered office of the Company shall be in Bilbao (Biscay), at ‘calle del Cardenal
Gardoqui, number eight (8), and it may establish branches, agencies, local offices and
delegations in Spain and abroad pursuant to applicable lega! provisions.

2. Such registered office may be transferred to another location within the same municipal
area by resolution of the Board of Directors, which may also make decisions regarding
the - creation, elimination or transfer of the branches, agencies, local offices and
delegations mentioned in the precedingpaiagraph. :

Chapter I1. Share Capital and Shares
Article 5. Share Capital |
The share capital is two billion seven hundred four million six hundred forty-seven thousand

five hundred forty-three (2,704,647,543) euros, represented by nine hundred one million five
hundred forty-nine thousand one hundred eighty-one (901,549,181) ordinary shares having a

‘nominal value of three (3) euros each, and numbered consecutively from one (1) to nine

hundred one million five hundred forty-nine thousand one hundred eighty-one (901,549,181),
both inclusive, belonging to a single class and series, which are fully subscribed and paid-up.

Article 6. Representﬁﬁon of the Shares

1. The shares shall be represented in book-entry form, and as regards their nature as book
entries, they shall be governed by securities market rules and regulations and other
applicable legal provisions. Admission to the official listing thereof may be requested on
domestic as well as foreign stock exchanges pursuant to applicable legislation:

2. The Company shall acknowledge as a shareholder any party which appears entitled

thereto in the entries of the corresponding book-entry registries.

3. Modifications to features of shares represented by book entries, once formalized in
accordance with the provisions of the Companies Law [Ley de Sociedades Andnimas] and
the regulations of the securities market, shall be published in the Official Bulletin of the
Commercial Registry [Boletin Oficial del Registro Mercantil] and in one of the

. newspapers of wider circulation in Biscay,

Article 7. Capital Calls

1. If shares have not been entirely paid up, this circumstance shall be reflected in the
corresponding book entry.

2. Capital calls must be paid within the period fixed by the Board of Directors, within legal
limits, if any, and in cases of arrears, the Board shall adopt appropriate resclutions
pursuant to applicable legal provisions.

3. A shareholder who is delinquent in the payment of capital calls may not exercise the right
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to vote. The amount of such shareholder’s shareé shall be deducted from share capital for
calculating a quorum. Such shareholder shall also not have the right to receive dividends
or the pre-emptive right to subscribe to new shares or convertible debentures.

Once the amount of the capital calls and interest thereon has been paid, the shareholder
may make a claim for payment of unexpired dividends, but may not make a claim for pre-
emptive rights if the period for the exercise thereof has already lapsed.

Article 8. Shareholder Status

1. A share confers upon its legitimate holder the status of shareholder, and vests such holder
with the rights granted by Law and by these By-Laws. )

2. The shares shall be indivisible. Co-owners of one or more shares must designate a single
person for the exercise of shareholder rights, and shall be jointly and severally liable to the
Company for all obligations arising from their status as shareholders.

3. In the case of beneficially-owned shares fusufructo de acciones], the bare owner shall be
qualified as the designated shareholder, with the beneficial owner having the right in all
cases to the dividends issued by the Company during the period of beneficial ownership.

In the event of a pledge of shares, the exercise of shareholder rights belongs to the owner
thereof.

4. Ownership of shares entails absolute compliance with the By-Laws and submission to
duly adopted decisions made within the authority of the decision-making bodies and
management of the Company.

Chapter III Increase and Reduction in Share Capital
Article 9. Increase in Capital Stock

1. The share capital may be increased by resolution of the shareholders acting at a General
Sharcholders” Meeting with the requirements established for such cases by the Companies
Law then in effect and in accordance with the various methods authorized thereby. The
increase may be effected by the issuance of new shares or by an increase in the nominal
value of existing shares, and the par of exchange for the increase may consist of cash
contributions (including the set-off of loans), non-cash contributions or the conversion of
reserves into capital. The increase may be effected in part with a charge against new
contributions and in part with a charge against reserves.

2. Unless expressly provided otherwise in the resolution, if the increase in capital stock is
not fully subscribed within the period established for such purpose, the capital shall be

increased by the amount of subscriptions which have occurred.

Article 10. Authorized Capital
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1. The shareholders acting at a General Shareholders’ Meeting may, in accérdance with the
requirements established for amendment of the By-Laws and within the limits and
conditions fixed by Law, delegate to the Board of Directors, with powers of substitution,
if any, the power to approve an increase in share capital on one or more occasions. When
the shareholders delegate this power to the Board of Directors, they may also grant it the
power to exclude pre-emptive rights with respect to the issuance of shares subject to the
delegation, within the terms and requirements established by Law.

2, - The shareholders may also delegate to the Board of Directors, with powers of substitution,
if any, the power to carry out the previously-adopted resolution to increase the share
capital, within the periods set forth by Law, indicating the date or dates of execution and

. determining the conditions for the increase in all areas not provided for by the
shareholders. The Board of Directors may make use of such delegation in whole or in part,
or may refrain from using it, in view of market conditions, the condition of the Company
itself or any particularly relevant fact or circumstance which the Board believes justifies
such decision. A report of such decision shall be made to the shareholders at the first
General Shareholders® Meeting held after the end of the period granted for the use of such
delegation.

Article 11. Pre-Emptive Rights, and the Exclusion Thereof

1. In capital increases with the issuance of new shares, whether ordinary or preferred, the
existing shareholders and holders of convertible debentures may, when permitted by Law,
and within the period granted to them for this purpose by the Board of Directors, which

* shall not be less than fifteen (15) days from the publication of the announcement of the
subscription offer for the new issuance in the Official Bulletin of the Commercial
Registry, exercise the right to subscribe to a number of shares proportional to the nominal
value of the shares they hold or which would correspond to the holders of convertible
debentures if they exercised the power of conversion at that time.

2. The shareholders acting at a General Shareholders’ Meeting or, if applicable, the Board of
Directors, may, in furtherance of the corporate interests, exclude pre-emptive rights in
whole or in part in such cases and under such conditions as are provided by Law. In
particular, the corporate interests may justify the exclusion of pre-emptive rights when
needed to facilitate (i) the acquisition by the Company of assets (including shares or
interests in‘companies) which are appropriate for the furtherance of the corporate purpose;
(ii) the placement of new shares in foreign markets which will allow access to sources of
financing; (iii) the gathering of resources by using techniques based on the book-building
likely to maximize the issue price per share; (iv) the inclusion of industrial, technological
or financial partners; (v) the implementation of loyalty and compensation programs
covering Directors, managers or employees, and (vi) in general, the performance of any

- transaction which is advisable for the Company.

3. Pre-emptive rights shall not apply when the capital increase is due to the conversion of
debentures into shares or the takeover of another company or a portion of the split-off
assets ‘'of another company. Such right shall also not exist when new shares are issued for
exchange in a public tender offer made by the Company.
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Article 12. Reduction in Capital Stock

1. In accordance with procedures provided for by law, a reduction in capital stock may be
carried out by means of a reduction in the nominal value of shares, a retirement or pooling
thereof in order to exchange them and, in all cases, the purpose thereof may be to retum
contributions, cancel capital calls, create or increase reserves, re-establish equilibrium
between the capital and the assets of the Company diminished due to losses, or several of
such purposes simultaneously.

2. In the event of a capital reduction in order to retum contributions, péy_ment to the
shareholders may be made totally or partially in kind, provided that the conditions set
. forth in paragraph five of Article Fifty-Nine of the By-Laws have been met.

3. In accordance with the provisions of the Companies Law, the shareholders acting at a
General Shareholders’ Meeting may resolve to reduce capital in order to retire a particular
group of shares, provided that such group is defined based on substantive, homogenous
and non-discriminatory criteria. In such event, the measure must be approved by majority
vote of the shareholders pertaining to the affected group as well as by majority vote of the
rest of the shareholders remaining with the Company. The amount to be paid by the
Company may not be less than the arithmetic mean of the closing prices of the Company’s
shares on the Continuous Market of the Stock Exchanges during the month prior to the
adoption of the resolution reducing capital stock.

Chapter 1V. Issuance of Debentures and Other Securities

Article 13, Issuance of Debentures

1. The shareholders acting at a General Shareholders’ Meeting may, as provided by law,
delegate to the Board of Directors the power to issue simple or convertible and/or
exchangeable debentures. The Board of Directors may make use of such delegation on
one or more occasions for a maximum period of five (5) years.

2. In addition, the shareholders acting at a General Shareholders’ Meeting may authorize the
Board of Directors to determine the time at which the approved issuance should take
place, as well as to set other conditions not provided for in the shareholders’ resolution.

Article 14, Convertible and/or Exchangeable Debentures

1. Convertible and/or exchangeable debentures may be issued with a fixed (determined or
determinable) or variable exchange ratio.

2. The resolution authorizing issuance shall provide whether the power to convert or
exchange belongs to the debtholder and/or the Company or, if applicable, whether the
conversion will occur automatically at a particular time.

Article 15, Other Securities

1. The Company may issue notes, warrants, preferred stock and other negotiable securities -
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different from the ones provided for in the preceding articles..

The shareholders’ acting at a General Shareholders’ Meeting may delegate to the Board of
Directors the power to issue such securities. The Board of Directors may make use of such
delegation on one or more occasions for a maximum period of five (5) years.

The shareholders may also authorize the Board of Diréc_:tors to determine the time at
which the approvcd issuance should be carried out, as well as to set other terms not

‘ prov:ded for in the shareholders resolution, in accordance with applicable legal

provisions.

4. The Company may also provide a guarantee of securities issued by its subsidiaries.

TITLE IL. GOVERNANCE OF THE COMPANY
Chapter L The General Shareholders’ Meeting

Article 16. The General Simreholders’ Mceeting

1.

The shareholders, meeting at a'duly called General Shareholders® Meeting, shall decide,
by the majorities required in each case, on the matters which may be decided at a General

Shareholders’ Meetmg

Resolutions which are duly adopted at a General Shareholders’ Meeting shall bind all
shareholders, including shareholders who are absent, dissenting, abstain from voting and

~ who !ak:k the right to vote, without prejudice to the rights they may have to challenge such

resolutions.

The General Shareholders’ Meeting is governed by the provisions of these By-Laws, its
own Regulations and the provisions of Law.

Article 17. Powers of the Shareholders Acting at a General Shareholders’ Meeting

1.

The shareholders at a General Shareholders’ Meeting shall decide the matters assigned
thereto by these By-Laws, the Regulations for the General Shareholders’ Meeting or the
Law, and particularly regarding the following:

(a) Appointment and removal of Directors, as well as ratification of Directors de51gnated
by interim appointment to fill vacancies. :

(b) Approval, if applicable, of the establishment of systems for compensation of the
Company’s Directors and senior managers, consisting of the delivery of shares or of
rights therein, or a compensation that takes as its reference the value of the shares.

(c) Appointment and removal of Auditors.
(d) Review .of corporate management and approval, if. appropriate, of the financial

statements from the prior fiscal year and the proposed allocauon of the profits or
losses thereof.
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(e) Increase or reduction in share capital, as well as delegation to the Board of Directors
of the power to increase capital.

(f) Issuance of debenturés and other negotiable securities and delegation to the Board of
Directors of the power for the issuance thereof.

(2) Authorization for the derivative acquisition of the Company’s own shares,
(h) Approval and amendment of the Regulations for the General Shareholders’ Meeting.
(i) Amendment of the By-Laws.

(i) Merger, split-off, transformation of the Company, dissoiution and errall assignment
of assets and liabilities. '

2. In adaition, the shareholders acting at a General Shareholders’ Meeting shall decide any

matter submitted to them by the Board of Directors.

Article 18. Ordinary and Extraordinary General Shareholders’ Meeting

1.

The shareholders acting at an ordinary General Shareholders’ Meeting, which shall be
previously called for such purpose, must meet within the first six (6) months of each fiscal
year in order to review corporate management, approve financial statements from the prior
fiscal year, if appropriate, and decide upon the allocation of profits or losses from such
fiscal year. Resolutions may also be adopted at the ordinary General Shareholders’
Meeting regarding any other matter within the power of the shareholders, provided that
such matter appears on the agenda and that the General Shareholders’ Meeting has been
convened with the required share capital in attendance.

Any General Shareholders’ Meeting not provided for in the foregoing paragraph shall be
deemed an extraordinary General Shareholders’ Meeting and shall be held at any time of
the year, provided that the Board of Directors deems such meeting to be appropriate.

Article 19. Call of the General Shareholders’ Meeting

1.

The General Shareholders’ Meeting must be formally called by the Board of Directors
through an announcement published in the Official Bulletin of the Commercial Registry
and in one of the newspapers of wider circulation in Biscay as much in advance as
required by the regulations in effect at any time.

The Board of Directors must call a General Shareholders’ Meeting in the following
events:

(a} Inthe event set forth in paragraph one of Article Eighteen of the By-Laws.

(b) If the meeting is requested, in the manner provided for by Law, by shareholders who
hold or represent at least five (5%) percent of the share capital, which request sets
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forth the matters to be dealt with. In this.event, the Board of Directors shall call for
the General Shareholders’ Meeting to be held within the statutorily prescribed
deadline. The Board of Directors must include the requested matters in the agenda.

- (c) When a tender offer is made for the securities of the Company, in order to report to
the shareholders regarding the tender offer and to deliberate and decide upon the
matters submitted for their consideration. Any shareholder or shareholders owning
voting shares representing at least one (1%) percent of share capital shall have the
right to request the inclusion of matters in the agenda of the General Shareholders’
Meeting which must be called for this purpose.

3. The announcement of the call to meeting must contain all statements required by Law
under such circumstances and must set forth the day, place and time of the meeting upon -
first call and all matters: to be dealt with. The announcement may also, if appropriate, set

- forth the 'date on which the General Shareholders’ Meeting shall proceed upon second
call.

4. Shareholders representing at least five (5%) percent of the share capital may request the
publication of a supplement to the call of the General Shareholders’ Meeting including
one or more items in the agenda. '

5. ‘The shareholder’s rights mentioned in the preceding paragraphs two, letter ¢) and four
. must be exercised by duly authenticated notice that must be received at the company’s
registered office within five (5) days of the publication of the call to meeting. The
supplement to the call to meeting mentioned in such paragraphs must be published within
the statutorily prescribed deadline.

6. The shareholders at the General Shareholders’ Meeting may not deliberate on or decide
matters that are not included in the agenda, unless otherwise provided by law.

" 7. The Board of Directors may require that a Notary Public attend the General Shareholders’
Meeting and prepare the minutes thereof. In any event, the Board must require the
- presence of a Notary under the circumstances provided by Law.

Article 20, Shareholders’ Right to Receive Information

1. From the date of publication of the call of the General Shareholders’ Meeting through and
including the seventh day prior to the date provided for the first call to meeting, the
shareholders may request in writing the information or clarifications that they deem are
required, or ask written questions that they deem pertinent, regarding the matters
contained in the agenda. In addition, upon the same prior notice and in the same manner,
the shareholders may request information or clarifications or ask written questions
regarding information accessible to the public which has been provided by the Company
to the Spanish National Securities Market Commission [Comision Nacional del Mercado
de Valores] since the holding of the last General Shareholders’ Meeting.

2. During the holding of the General Shareholders’ Meeting, the shareholders may verbally
request the information or clarifications that they deem appropriate regarding the matters
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contained in the agenda.l

The Board of Directors shall be required to provide the information requested pursuant to
the two preceding paragraphs in the form and within the period provided by these By-

- Laws, the Regulations for the General Shareholders’ Meeting and the Law, except in cases

in which it is legally improper, inctuding, specifically, those cases in which, in the opinion
of the Chairman, publication of the information would prejudice the interests of the
Company. This last exception shall not apply when the request is supported by

. shareholders representing at least one-fourth of the share capital.

The call of the ordinary General Shareholders’ Meeting shall set forth the means whereby
any sharcholder may obtain from the Company, without charge and on an immediate
basis, the documents that must be submitted for approval by the shareholders at such
ordinary General Shareholders’ Mcetmg, as well as the Management Report and the
Auditors’ Report.

, When the shareholders are to deal with an amendment to the By-Laws, besides the

statements required in each case by Law, the notice of the call must make clear the right

. of all shareholders to examine at the Company’s registered office the complete text of the

proposed amendment and the report thereon and to request that such documents be

delivered or sent to them without charge.

In all cases in which the Law so requires, such information and supplemental
documentation as is mandatory shall be made available to the shareholders.

Article 21, Establishment of a Quorum for the General Shareholders’ Meeting

1.

The ordinary as well as the extraordinary General Shareholders’ Meeting shall be validly
established with the minimum quorum required by applicable legislation in effect at all
times, taking into account the matters appearing on the agenda.

Notwithstanding the provisions of the foregoing paragraph, shareholders representing
two-thirds of subscribed capital with voting rights must be in attendance at the first call of
the General Shareholders’ Meeting, and shareholders representing sixty (60%) percent of
such capital must be in attendance at the second call, in order to adopt resclutions
regarding a change in the corporate purpose, transformation, total split-off, dissolution of
the Company and amendment of this second paragraph of this article.

The absence of shareholders occurring once a quorum for the General Shareholders
Meeting has been established shall not affect the validity of the meeting.

If the attendance of shareholders representing a particular percentage of share capital or
the consent of specific interested shareholders is required pursuant to applicable legal or
by-laws provisions in order to validly adopt a resolution regarding one or more items on
the agenda of the General Shareholders’ Meeting, and such percentage is not reached or
such shareholders are not present in person or by proxy, the shareholders shall be limited
to deliberation and decision regarding those items on the agenda which do not require
such percentage of capital or the presence of such shareholders in order to be decided.
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Article 22. Right to Attend

1.
- in deliberations thereof, with the right to be heard and to vote.

All holders of voting shares may attend the General Shareholders’ Meeting and take part

In order to exercise the right to attend, shareholders must cause the shares to be registered
in their name in the corresponding book-entry registry at least five (5) days prior to the
day on which the General Shareholders’ Meeting is to be held. This circumstance must be

" evidenced by means of the appropriate attendance card or validation certificate issued by

the entity or entities in charge of book-entry registries, or in any other form allowed by
applicable leglslatlon

The members of the Board of Directors must attend the General Shareholders’ Meeting.
The absence of any of such members shall not affect the validity of the General
Shareholders’ Meeting,

Managers, experts and other persons with an interest in the efficient running of corporate
affairs may be authorized to attend the General Shareholders’ Meeting by the Chairman
thereof. In addition, the Chairman of the General Shareholders’ Meeting may grant the
press, financial analysts and any other person the Chairman deems appropriate access to

“such General Shareholders’ Meeting, although the shareholders acting thereat may revoke

such authorization.

Article 23, Right to Be Represented at the Meeting

1.

Bt

All shareholders having the right to attend may be represented at the General
Shareholders’ Meeting by proxy through another person, even though such person is not a
shareholder, if the requirements and formalities established in these By-Laws, the General
Shareholders’ Meeting and the Law are met.

Proxies shall be given in writing or by postal or electronic correspondence, in which case
the provisions of Article Twenty-Eight of the By-Laws for the issuance of votes shall
apply to the extent not incompatible with the nature of the proxy.

The Chairman of and the Secretary for the General Shareholders” Meeting shall have the
widest powers to recognize the validity of a document or media evidencing representation
by proxy; only those which lack the absolute minimum requirements may be deemed
invalid, and only provided that the lack thereof cannot be cured.

A proxy is always revocable. Personal attendance at the Generall Shareholders’ Meeting
of the shareholder granting the proxy shall have the effect of revoking the proxy.

- Article 24, Place and Time of the Meeting

The General Sharcholders’ Meeting shall be held at the place indicated in the call to
meeting in the municipality where the registered office of the Company is located.
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2 The General Shareholders’ Meeting may be attended by going to the place where the
meeting is-to be held or, if applicable, to other places provided by the Company and
indicated in the call to meeting, and which are connected therewith by video conference
systems that allow recognition and identification of the parties attending, permanent

© communication among the attendees regardless of their location, and participation and
voting, all in real time. The principal place of the meeting must be located in the
municipal area of the Company’s registered office, but supplemental locations need not be
so located. For all purposes relating to the General Shareholders’ Meeting, attendees at
any of the sites shall be deemed attendees at the same individual meeting. The meeting
" shall be deemed to have been held at the principal location thereof.

3. Ifno place is indicated in the call to meeting, it shall be deemed that the meeting shall take
place at the Company’s registered' office. :

4. The shareholders may agree to extend their meeting for one or more consecutive days at

the proposal of the Directors or at the proposal of shareholders in attendance representing

. at least one-fourth of the share capital. Regardless of the number of sessions, the General

Shareholders’ Meeting shall be deemed to be a single meeting, and a single set of minutes

shall be prepared for all of the sessions. The Shareholders may also temporarily suspend

the meeting tinder the circumstances and in the manner set forth in the Regulations for the
General Shareholders’ Meeting.

Article 25. Chalrman, Secretary and Pres:dlng Commlttee [Mesa] of the General
- Shareholders’ Meetlng

1. The Chairman of the Board of Directors or, in the absence thereof, the Vice Chairman,
shall act as the Chairman of the General Shareholders’ Meeting; if there are several Vice
Chairmen, they shall act in the order set forth in paragraph three of Article Forty-Six of
these By-Laws; in the absence of the foregoing, the longest-serving Director shall serve,
and in the absence of all of the above, the shareholder designated for such purpose by the
shareholders themselves shall serve.

2. The Secretary of the Board of Directors and, in his absence, the Vice-Secretary of the
Board of Directors, shall act as the Secretary for the General Shareholders’ Meeting; in
the absence of both, the Director with the least amount of time in such position shall serve

_and, in the absence of all of the above, the shareholder de51gnated for such purpose by the
shareholders themselves shall serve. )

3. The Chairman and the Secretary, together with the other members of the Board of
Directors in attendance, shall constitute the Presiding Committee [Mesa] of the General
Shareholders’ Meeting. :

Article 26. List of Attendees

. 1. Once the Presiding Committee has been formed, and prior to beginning with the agenda,
a list of attendees shall be prepared which sets forth the nature or representation of each
attendee and the number of their own or other parties’ shares present. At the end of the
list, there shall be a determination of the number of shareholders present (including those
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voting from a distance) in person or by proxy at the meeting, as well as the amount of
capital they own, with a specification as to which capital corresponds to shareholders
with the right to vote. Pursuant to the provisions of the Regulations of the Commercial
Registry, the list may be made up of an index file or be prepared in electronic form.

2. Once the list has been prepared, the Chairman shall declare whether or not the
requirements for the valid formation of a General Shareholders’ Meeting have been met.
Immediately thereafter, if appropriate, the Chairman shall declare the General
Shareholders’ Meeting to be validly convened. Questions or claims arising with respect
to these matters shall be resolved by the Chairman.

3. If a Notary Public has been required to prepare the minutes of the meeting, the Notary
Public shall ask and make clear in the minutes whether there are reservations or
objections regarding the statements of the Chairman regarding the number of
shareholders in attendance and the capital which is present.

Article 27. Deliberations'énd VYoting

1. The Chairman shall: direct the meeting such that deliberations are carried out pursuant to
the agenda; accept or reject new proposals relating to matters on the agenda; direct the
deliberations, granting the floor to shareholders who so request it, and taking the floor
away or refusing to grant it when the Chairman deems that a particular matter has been
sufficiently debated, is not included in the agenda or hinders the progress of the meeting;
indicate the time for voting; calculate the votes, with the assistance of the Secretary for the
General Shareholders’ Meeting; proclaim the results thereof; temporarily suspend the
General Shareholders’ Meeting; close the meeting; and, in general, exercise all powers,
including those of order and discipline, which are required to properly hold the General
Shareholders® Meeting. '

2. The Chairman, even when present at a session, may entrust management of debate to a
Director the Chairman deems appropriate or to the Secretary, who shall carry out these
duties on behalf of the Chairman, and the Chairman may retake them at any time. In the
event of temporary absence or supervening disability, the appropriate person pursuant to
the provisions of paragraph one of Article Twenty-Five shall assume the duties of
Chairman.

3. Resolutions shall be voted by the shareholders at the General Shareholders’ Meeting
pursuant to the provisions of the following articles and the Regulations for the General
Shareholders’ Meeting.

Article 28. Casting of Votes from a Distance

1. Shareholders may cast their vote regarding proposals relating to the items included in the
agenda by mail or by eléctronic communication.

2. Mail votes shall be cast by sending to the Company a document in which such vote is
recorded, accompanied by the attendance card issued by the entity or entities in charge of
the book-entry registry.
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3. Votes by electronic communication shall be cast using a recognized electronic signature
or other type of guarantee that the Board of Directors deems best ensures the authenticity
and identification of the shareholder exercising the right to vote.

4, Votes cast by either of the means set forth in the preceding paragraphs must be received
by the Company before midnight on the day immediately prior to the date provided for the
holding upon first call of the General Shareholders’ Meeting. Otherwise, the vote shall be
deemed not to have been cast. A

5. The Board of Directors is empowered to elaborate upon the foregoing provisions by
establishing the rules, means and procedures adjusted to current techniques in order to
organize the casting of votes and grant of proxies by electronic means, following the rules
and regulations issued for such purpose, if applicable. '

Specifically, the Board of Directors may (i) establish rules for the use of guarantees other
than electronic signatures for casting electronic votes pursuant to the provisions of
paragraph three above, and (ii) reduce the advance period set forth in paragraph four
above for receipt by the Company of votes cast by postal or electronic communication.

In any event, the Board of Directors shall adopt the measures needed to avoid possible
"deception and to ensure that the person casting a vote or granting a proxy by postal or
electronic communication has the right to do so pursuant to the provisions of Article
Twenty-Two of the By-Laws. '

The implementing rules adopted by the Board of Directors pursuant to the provisions of
this sub-section shall be published on the Company’s website. :

- 6. AShareholders who cast votes from a distance pursuant to the provisions of this Article
shall be deemed present for purposes of determining the establishment of a quorum for the
General Shareholders’ Meeting in question.

7. Personal attendance at the General Shareholders’ Meeting by the shareholder or the
representative thereof shall have the effect of revoking the vote cast by postal or electronic
communication.

8. Remote attendance at the General Shareholders’ Meeting by means of data transmission
and simultaneously and distance electronic voting during the holding of the General
Shareholders’ Meeting may be admitted if it is so established in the Regulations for the
General Shareholders® Meeting, subject to the requirements set forth therein.

Article 29. Approval of Resolutions

I. The shareholders, acting at an ordinary or extraordinary General Shareholders’ Meeting,
shall adopt resolutions with the majorities of votes cast in person or by proxy required by
these By-Laws or by the Companies Law. Each voting share, whether its holder is present
in person or by proxy at the General Shareholders’ Meeting, shall grant the holder the
right to one vote.
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2. The approval of a resolution shall require the favorable vote of one-half plus one of the
voting shares whose holders are present in person or by proxy at the General
Shareholders’ Meetmg The foregoing does not aﬁ'ect situations in which these By-Laws
or the Law require a greater majority. :

3. Notwithstanding the provisions of the foregoing paragraph, no shareholder may cast a
number of votes greater than those corresponding to shares representing ten (10%) percent
of share capital, even if the number of shares held exceeds such percentage of capital.
This limitation does not affect votes corresponding to shares with respect to which a
shareholder is holding a proxy as a result of the provisions of Article Twenty-Three of

. these By-Laws, provided, however, that with respect to the number of votes
corresponding to the shares of each shareholder represented by proxy, the limitation set
forth above shall apply.

4. The limitation set fonh in the foregoing paragraph shall also apply to the maximum
number of votes that may be collectively or individually cast by two or more shareholders
which are-entities or companies belonging to the same group. Such limitation shall also
apply to the number of votes that may be cast collectively or individually by an individual
and the shareholder entity,-entities or companies controlled by such individual. A group
shall be deemed to exist under the circumstances set forth in Section Four of the Securities

‘Market Law, and an individual shall be deemed to control one or more entities or
companies, under the circumstances of control set forth in such Section Four.

5. Shares deprived of voting rights pursuant to the application of the foregoing paragraphs
shall be deducted from the shares in attendance at the General Shareholders’ Meeting for
purposes of determining the number of shares upon which the majorities needed for the
approval of resolutions submitted to the shareholders shall be calculated.

Artiele 30. Conflicts of Interest

1. Shareholders participating in a merger or split-off with the company or who are called to
subscribe to an increase in capital with the exclusion of pre-emptive rights or to acquire by
overall assignment all of the Company’s assets, may not exercise their voting rights for
the approval of such resolutions at the General Shareholders’ Meeting.

2. The provisions of the foregoing paragraph shall also be applicable when the resolutions
affect, (1) in the case of an individual shareholder, the entities or companies controlled by
such individual, and {ii) in the case of shareholders which are legal entities, the entities or
companies belonging to its group (in the sense indicated in paragraph four of Article
Twenty-Nine), even when these latter companies or entities are not shareholders.

3. If the shareholder prohibited from voting as set forth above attends the General
Shareholders” Meeting, such shareholder’s shares shall be deducted from the shares in
attendance at the General Shareholders’ Meeting for purposes of determining the number
of shares upon which the majority needed for approval of the resolution with respect to
which there is a conflict shall be calculated.
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Article 31. Documentation of Resolutions

1. Documentation of shareholder resolutions, the conversion thereof into é public instrument
and the registration thereof with the Commercial Registry shall be carried out pursuant to
the provisions of Law and the Regulations of the Commercial Registry.

2. The total or partial certificates needed to evidence shareholder resolutions shall be issued
and signed by the Secretary of the Board of Directors or by the Vice-Secretary with the
approval of the Chairman or, if applicable, of one of the Vice-Chairmen.

Chapter II. Management of the Company
Section 1. General Provisioﬂs
Article 32, Structure of the Company’s Management

1. Management of the Company is vested in a Board of Directors, its Chairman, an executive

committee called the Executive Committee [Comisidn Ejecutiva Delegada] and, if any

~and if apreed to by the Board of Directors, a Chief Executive Officer [Consejero
Delegado].

2. Each of these bodles shall have the powers set forth in these By-Laws and in the
Regulations of the Board of Directors, without prejudice to the provisions of Law,

Section 2. The Board of Directors
Article 33. Regulation of the Board of Directors

- 1. The Board of Directors shall be governed by the provisions set forth in the By-Laws, the
Regulations of the Board of Directors and the Law. :

2. The Regulations of the Board of Directors shall take into account and adapt the principles
and standards contained in the most widely recognized Good Governance
recommendations at all times to the specific circumstances and needs of the Company.
This statement is -for guidance purposes and does not imply a lessening of the self-
regulatcry powers and duties of the Board of Directors

Article 34. Powers of the Board of Directors

1. The Board of Directors has the power to adopt resolutions regarding all matters not
assigned by these By-Laws or the Law to the sharcholders acting at the General
Shareholders’ Meeting.

2. As a general rule, the Board of Directors, which has the widest powers and authority to
manage, direct, administer and represent the Company, shall entrust the day-to-day
management.of the Company to the representative management decision-making bodies
and shall focus its activity on the general duty of supervision and on consideration of
those matters which are of particular importance to the Company.
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In particular, the Boarﬂ of Directors, acting upon its own initiative or. at the proposal of
the corresponding internal decision-making body, shall deal with the matters set forth
below (as an example only): :

(a)

)

(c)

(d)

(e)

-

(g)

)

0

®

(k)

M

Draw up the Company’s Annual Financial Statements, Management Report.and
Proposal for the Allocation of Profits or Losses, as well as the consolidated
Financial Statements and Management Report and prepare the financial information

- that the Company must periodically make public due to its status as listed company.

Designate Directors to fill vacancies by interim appointment and propose.to the
shareholders the appointment, ratification, re-election or removal of Directors.

Designate and renew interhal positions within the Board of Directors and the
members of and positions on the Committees established within the Board.

Set, pursuant to these By-Laws, the compensation policy and the compensation of
Directors, after a report of the Nominating and Compensation Committee.

Approve the appointment and removal of senior managers of the Company, as well
as set the compensations or indemnifications, if any, payable to them in the event of
removal, all at the proposal of the Chief Executive Officer, if any, and with the
report of the Nominating and Compensation Committee.

_Approve the compensation policy as well as the basic terms and conditions of the

contracts with the Company’s senior managers, based on the proposal of the Chief
Executive Officer, if any, which shall be submitted to the Board by the Nominating
and Compensation Committee.

Prepare the dividend policy and submit the corresponding proposed resolutions on
the allocation of profits or losses to the shareholders at the General Shareholders’
Meeting, as well as decide upon the payment of interim dividends.

Decide upon proposals submitted to it by the Executive Committee, the Chief
Executive Officer or the Committees of the Board of Directors.

Declare its position regarding all tender offers for the Compény’s securities.

Submit to the shareholders acting at the General Shareholders’ Meeting the
proposed amendments to the Regulations for the General Shareholders’ Meeting
that it deems appropriate in order to improve the operation thereof and the exercise
of shareholder rights.

Approve and amend, pursuant to the provisions thereof, the Regulations of the
Board of Directors governing its internal organization and operation.

Prepare the annual corporé_lte governance report,
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(m) Call the General Shareholders’ Meeting.

(n) Carry out resolutions approved by the shareholders at a General Shareholders’
Meeting and perform any duties that the shareholders have assigned to it.

(o) Define the structure of general powers of the Company to be grantcd by the Board
- itself or by the representative management decision-making bodies mentioned in the
first paragraph of sub-section two of this Article.

" (p) Make decisions regarding any other matter within its authority which, in the

judgment of the Board of Directors, is deemed to be in the interests of the Company,
or which the Regulations of the Board of Directors reserve to the Board as a whole.

The Board of Directors, within tﬁe scope of its authority relating to the general duty of
supervision, acting on-its own initiative or at the proposal of the appropriate internal
decision-making bedy, shall also deal with the matters set forth below (as an example
only):

" (@) Prepare the Company’s strategy and general lines of policy, draft programs and state

objectives in order to carry out all business activities included in the corporate
purpose. Specifically, the Board of Directors shall approve: (i} the annual budget;
(ii) the investment and financing policy; (iii) the definition of the structure of the
Iberdrola Group and the coordination, within legal limits, of the overall strategy of
such Group in the interests of the Company and of the companies belonging thereto;

_(iv) the corporate governance policy; (v) the corporate social responsibility policy
and (vi) the policy to be adopted by the Company in connection with treasury stock
and, especially, the limits thereto.

-(b) Promote and supervise the management of the Company, as well as the fulfillment

of established objectives.

(9] Establish the risk control and management policy, identify the principal risks to the
Company and organize appropriate internal monitoring and information systems, as
well as carry out a periodic monitering of such systems.

{d) Set the foundations of the corporate organization in order to ensure the greatest
efficiency thereof and effective supervision by the Board of Directors.

{e) Set policy regarding the provision of information to shareholders and to the markets
in general under the standards of transparency and truthfulness of the information.

Article 35. Representation of the Company

1.

Representation of the Company both in and out of court shall be the purview of the Board
of Directors, its Chairman, the Executive Committee and, if any and if approved by the
Board of Directors, a Chief Executive Officer. :

The Board of Directors and the Executive Committee shall have the power to represent
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the Company when acting collectively. The Chairman, and the Chief Executive Officer, if
any, shall have the power to represent the Company when acting individually.

3. The resolutions of the Board of Directors or the Executive Committee shall be carried out
by its Chairman or by the Director designated in the resolution, either of whom may act
individually.

. Article 36. Composition and Appointment of the Board of Directors

1. The Board of Directors shall be composed of a minimum of nine (9) Directors and a
maximum of twenty-one (21), who shall be appointed at the General Shareholders’
Meeting, subject to applicable legal provisions. The determination of the number of
Directors shall be the purview of the shareholders acting at the General Shareholders’
Meeting, for which purpose the shareholders may establish such number either by express
resolution or indirectly, through the filling or non-filling of vacancies or the appointment
or non-appointment of new Directors within the minimum and maximum numbers
mentioned above. Notwithstanding the foregoing, the Board of Directors shall propose to
the shareholders at the General Shareholders’ Meeting the number of Directors that,
according to the circumstances affecting the Company and taking into account the
maximum and minimum numbers referred to above, best suits the Good Governance
recommendations with a view to ensuring the proper representatlon and effective
"operation of the Board.

The foregoing shall be deemed to be without prejudice to the right of proportional
representation to which the shareholders are entitled under the provnslons of the
Companies Law.

2. The following may not be appointed as Directors:

a.  Domestic or foreign companies competing with the Company in the energy industry,
or the directors or senior managers thereof.

b.  Persons holding the position of director in more than four (4) companies with shares
trading on domestic or foreign securities exchanges.

c. Persons who, during the two (2) years prior to their appointment, have occupied
high-level positions in the government which are. incompatible with the
simultaneous performance of the duties of a director of a listed company under
national or autonomous community legislation, or positions of responsibility with
entities regulating the energy industry, the securities markets or other industries in
which the Company operates.

d. Persons who are under any other circumstance of incompatibility or prohibition
governed by provisions of a general nature.
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Article 37. Types of Directors
1. The following shall be deemed:

- (a) . Executive Directors: those Directors who perform senior management duties or are
employees of the Company or of its Group.

(b) External Propnetary Dlrectors (representing a major shareholder): those Directors:
(i) who own a shareholding interest that is greater than or equal to five (5%) percent
of the share capital or who have been appointed owing to their status as
shareholders, although their shareholding interest does not reach such amount; or
(ii} whose appointment has been proposed to the Company by shareholders of the
type described in the preceding letter (i). :

(c) External Independent Directors: those Directors who, having been appointed
because of their personal and professional qualities, may carry out- their duties
without being conditioned by relationships with the Company, its significant
shareholders or its managers.

(d) Other External Directors: those external Directors who do not have status as
proprietary or independent directors.

. The chulatlons of the Board of Directors may further elaborate upon and develop these
concepts.

2. The Board of Directors shall be composed such that the- external or non-executive
Directors, with the presence of the independent Directors, represent a majority over the
executive Directors. This is a mandatory instruction for the Board of Directors itself,
which must follow it in the exercise of its powers to propose appointments of Directors to
the shareholders and to make interim appointments of Directors to cover vacancies, and
merely constitutes guidance for the shareholders.

3. The status of each Director shall be explained by the Board to the shareholders at the
General Shareholders’ Meeting at which the appointment thereof must be made or ratified,
and shall be confirmed or, if applicable, revised annually in the annual corporate
governance report after verification by the Nominating and Compensation Committee.

Article 38. Designation of Positions

1. The Board of Directors shall elect from among its members a Chairman and, if it so
decides, one or more Vice-Chaimen, at the proposal of the Chairman. The Board of
Directors may also appoint one or more Honorary Chairmen of the Company.

.2. At the proposal of the Chairman and after a report of the Nominating and Compensation

 Committee, the Board of Directors shall appoint a Secretary and, if applicable, a Vice-
Secretary, who need not be Directors. In the absence of the Secretary and the Vice-
Secretary, the Director appointed by the Board of Directors from among those attending
the meeting in question shall act as such.



No. 82-03382

In addition, the Board of Directors shall appoint a Corporate Counsel if such position is
required under applicable law. The Secretary or the Vice-Secretary, if any, may perform
the duties of Corporate Counsel if they are attorneys-at-law and satisfy the other
requirements established by applicable law and it is so determined by the Board of
Directors. '

3. The Chairman, Vice Chairmen and, if applicable, the Secretary and Vice-Secretary of the
Board of Directors who are re-elected as members of the Board of Directors by the
shareholders, shall continue to perform the duties they previously carried out within the
Board of Directors, without the need for a new election and without prejudice to the Board
of Directors’ power of revocation with respect to such positions.

Article 39. Meetings of the Board of Directors

1. The Board of Directors shall meet with the frequency it deems appropriate, but at least
once a month unless the Chairman, in his sole judgment, deems it appropriate to suspend
any of such sessions. The Board shall also meet in the cases provided for in the
Regulations of the Board of Directors. Meetings shall take place at the Company’s
registered office or at the place, in Spain or abroad, indicated in the call to meeting.

2. The call to meeting of the Board of Directors shall be carried out by means of letter, fax,
telegram, e-mail or any other means, and shall be authorized under the signature of the
Chairman, or of the Secretary or Vice-Secretary, by order of the Chairman. Notice of the
call shall be given as much in advance as is necessary for the Directors to receive it no
later than the third day prior to the date of the meeting, except in the case of emergency
meetings. Excepted from the foregoing shall be those instances in which the Regulations
of the Board of Directors prescribe that notice of specific length be given. The call to
meeting shall always include, unless this requirement may be dispensed with upon
sufficient grounds, the agenda for the meeting and, if appropnate, an attachment
containing any information deemed necessary.

3. Without prejudice to the foregoing, the Board of Directors shall be deemed to have validly
met without the need for a call if all of the Directors present in person or by proxy
unanimously agree to hold the meeting as a plenary meeting and to the items of the
agenda to be dealt with.

4, Meetings of the Board of Directors may also be held- in several places connected by a
conference system. which permits the recognition and identification of the attendees,
permanent communication among the attendees regardless of their location, and
participation in discussion and the casting of votes, all in real time. Attendees at any of
such places shall be deemed to have attended the same meeting for all purposes relating to
the Board of Directors. The meeting shall be deemed to have been held where the
majority of the Directors are located and, if they are located in different places in equal
numbers, where the Director chairing the meeting is located.

5. If no Director is opposed thereto, voting by the Board may occur in writing without a
meeting. In this instance, the Directors may deliver to the Chairman (or to the Secretary
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or Vice-Secretary acting on the Chairman’s behalf) their votes and the considerations they
wish to appear in the minutes, using the same methods mentioned in paragraph two above.
Resolutions adopted by this procedure shall be recorded in minutes prepared pursuant to
the provisions of Law. ' '

Article 40. Quofum for the Meeting and Majorities Required to Adopt Resolutions

1. In order for resolutions within the authority of the Board of Directors to be valid, ét least
one-half plus one of the Directors must be present in person or by proxy at the meetings at
which they are adopted, except in the case set forth in the last paragraph of this Article. -

2. All of the Directors may cast their vote and give their proxy in favor of another Director.
The proxy granted shall be a special proxy for the Board meeting in question, and may be
communicated by any of the means set forth in paragraph two of the preceding article.

3. The Chairman shall organize the debate, stimulating the participation of all of the
Directors in the deliberations of the Board.

4. Resolutions shall be adopted by a majority of votes cast in person or by proxy, except in
the case of a permanent delegation of powers and the appointment of Directors to exercise
-such powers, which shall require the favorable vote of two-thirds of the Directors. The
foregoing shall not apply in those instances in which the By-Laws, the Regulations of the
Board of Directors or the Law provide for a greater majority. In the event of a tie, the
Chairman shall have the tie-breaking vote. '

Article 41. Formalization of Resolutions

1. Resolutions shall be recorded in minutes signed by the Chairman and the Secretary, or by
the person acting in their stead.

2. Total or partial certifications, which are required to record the resolutions of the Board of
Directors, shall be issued and signed by the Secretary or the Vice-Secretary of the Board
of Directors with the approval of the Chairman or, if applicable, of one of the Vice-
Chairmen.

Section 3. Internal Decision-Making Bodies and Positions of the Board of Directors

Article 42. Committees of the Board of Directors

1. The Board of Directors must create and maintain an Executive Committee, an Audit and
Compliance Committee and a Nominating and Compensation Committee.

2. The Board of Directors may also create other Committees or Commissions of purely
internal scope with powers as determined by the Board of Directors.

Article 43. Executive Committee

1. There shall be an executive committee permanently operating as the representative of the
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Board of Directors, which committee shall be called the Executive Committee, and which
shall have all of the powers inherent to the Board of Directors, unless otherwise
determined by the Board of Directors and except as those powers may not be delegated
pursuant to legal or by-laws restrictions. The Executive Committee shall be composed of
the Directors designated by favorable vote of two-thirds of the Directors, and renewals
shall occur at the times, in the manner and in the number determined by the Board of
Directors, which shall also establish rules for the operation thereof.

The Executive Committee shall be composed of the number of Directors decided by the
Board of Directors, with a minimum of five (5} Directors and a maximum of eight (8). In
all cases, the Executive Committee shall include the Chairman of the Board of Directors,

. who shall preside over meetings of the Executive Committee, the Vice-Chairman or Vice-

Chairmen, and the Chief Executive Officer, if any. The Secretary of the Board of
Directors or, in the absence thereof, the Vice-Secretary of the Board of Directors or, in the
absence of both, the Director appointed by the Executive Committee among those who sit
thereon and are in attendance at the meeting in question shall act as Secretary of the
Committee.

The Executive Committee shall meet at least two (2) times per month and as many other
times as deemed appropriate by the Chairman, who may also suspend one or more of the
ordinary meetings when deemed appropriate in the sole judgment of the Chairman. The
Executive Committee shall deal with all matters within the power of the Board of
Directors which, in the sole judgment of the Committee, should be resolved without
further delay, excepting only the drawing up of the financial statements, the presentation
of the balance sheets at the General Shareholders® Meeting and those powers which are
given by the shareholders to the Board of Directors without the power of delegation.
Resolutions adopted by the Executive Committee shall be reported to the Board of
Directors at the next meeting of the Board following the meetings of the Committee.

Resolutions of the Executive Committee shall be adopted by majority of the Directors
sitting on the Committee who are present at the meeting in person or by proxy. In the
event of a tie, the Chairman shall have the tie-breaking vote.

The provisions of Section Two of this Chapter of the By-Laws regarding the operation of
the Board of Directors shall apply to the Executive Committee, to the extent they are not
incompatible with the nature thereof.

Article 44, Audit and Compliance Committee

The Board of Directors shall create a permanent Audit and Compliance Committee, which
shall be composed of a minimum of three (3) Directors and a maximum of five (5)
Directors appointed by the Board of Directors from among the external Directors who are
not members of the Executive Committee, The Audit and Compliance Committee shall
have a Chairman and a Secretary appointed by the Board of Dlrectors from among the
members of such Committee.

The members of the Audit and Compliance Committee shall carry out their duties for a
maximum period of four {4) years, and may be re-elected. The position of Chairman shall
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be held for a maximum peribd of (4) years, after which period such person may not be re-
elected until the passage of one year from ceasing to act as such, without prejudice to such
person continuing or being re-elected as a member of the Committee.

. In all events, the Audit and Compliance Committee shall have the power to:

(a) Report to the General Shareholders’ Meeting with respect to matters raised therein
by shareholders regarding its powers.

(b) Propose appointments of the Company’s Auditors to the Board of Directors for
submission to the General Shareholders’ Meeting.

(¢) Supervise the management of the Internal Audit Area, which will be functionally
controlled by the Chairman of the Audit and Compliance Committee.

(d) Know the process for gathering financial information and associated internal
systems for monitoring risks relevant to the Company.

(¢) Receive information from the Auditors regarding matters that might risk the
independence thereof which are related to the auditing procedure and generally
regarding any other information provided for in legislation regarding the auditing of
financial statements and in the technical auditing regulations in effect at any time.

(D Reportin advance on the Company’s annual corporate governance report and ensure
compliance with legal requirements and those of the Codes of Professional Conduct
and Good Governance adopted by the Board of Directors.

(g) Exercise such other powers, if any, as may be assigned to it by these By-Laws, the
Regulations of the Board of Directors or the Board of Directors.

. For purposes of the operation of the Committee, it shall meet as many times as its
Chairman deems necessary for the fulfillment of its obligations, and at least four (4) times
per year, or when requested by at least one-half of its members.

Meetings of the Committee shall be validly held when one-half plus one of its members
are present in person or by proxy, and shall adopt resolutions by majority of the members
present in person or by proxy. In the event of a tie, the Chairman shall have the tie-
breaking vote.

. The Audit and Compliance Committee shall submit for approval of the Board of Directors
a Report of its activities during the fiscal year, which shall thereafter be made available to
shareholders and investors on occasion of the call to the ordinary General Shareholders’
Meeting.

. The foregoing rules shall be developed by the Board of Directors into corresponding
Regulations of the Committee, always favoring independence in the operation of the
Committee.
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Article 45. Nominating and Compensation Committee

The Board of Directors shall create a permanent Nominating and Compensation
Committee, which -shall be an internal informational and consultative body without

- executive powers, and which shall have the information, advisory and proposal-making

powers within its scope of action as set forth in paragraph two of this Article. The
Nominating and Compensation Committee shall be composed of a minimum of three (3)
Directors and a maximum of five (5), appointed by the Board of Directors from among the
external Directors. The Board of Directors shall also appoint the Chairman thereof from
among the Directors sitting on such Committee, as well as its Secretary, who need not be
a Director.

Unless otherwise decided by the Board of Directors, the Directors sitting on the -
Nominating and Compensation Committee shall hold their positions for so long as they

remain Directors of the Company. Renewal and re-election to and removal from office of
the Directors sitting on the Committee shall be governed by resolution of the Board of
Directors.

The Nominating and Compensation Committee shall-have the power to supervise the
procedure for selecting members of the Board of Directors and senior managers of the
Company (the latter at the proposal of the Chief Executive Officer, if any), as well as to

“assist the Board of Directors in the determination and supervision of the compensauon

policy for such persons.
In particular, the Nominating and Compensation Committee shall have the power to:

(a) Report on and review the criteria that should be followed in composing the Board of
Directors and in selecting candidates, defining their duties and necessary
qualifications and assessing the time and dedication required for the proper
performance of their duties.

(b) Bring Director designation proposals to the Board of Directors for the interim
appointment thereof to fill a vacancy or, as the case may be, for submission of such
proposals to a decision by the shareholders at the General Shareholders’ Meeting, as
well as proposals for the re-election or removal of Directors by the shareholders at
the General Shareholders’ Meeting.

(c) Propose to the Board of Directors the members who should make up each of the
Committees. '

{d) Propose to the Board of Directors the system and amount of annual Director
compensation, as well as the individual compensation of executive Directors and
other terms and conditions of their contracts, in all cases pursuant to the provisions
of these By-Laws.

(e¢) Reporttothe Board of Directors regarding the appointment and/or removal of senior
managers of the Company, as well as regarding the compensations or
indemnifications, if any, that may be established in the event of removal of such
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senior managers, all at the proposal of the Chief Executive Officer, if any.

() Submit to the Board of Directors, together with the corresponding reports, the

' proposals brought to it by the Chief Executive Officer,.if any, regarding the
" compensation policy applicable to senior managers and the basic terms and
conditions of their contracts.

{(g) Report on incentive plans and pension supplements.

" (h) Periodically review the compensation programs, evaluating the adequacy and results
thereof.

(i) Exercise such other powers, if any, as are assigned to it by these By-Laws, the
Regulations of the Board of Directors or the Board of Directors.

3. For purposes of the operation of the Committee, it shall meet as many.times as needed, in
the opinion of its Chairman, to fulfill its obligations, and at a minimum once each quarter
or when so requested by at least one-half of the Directors sitting on the Committee.

The Committee shall validly meet when one-half plus one of the Directors sitting on the
Committee are present in person or by proxy, and shall adopt its resolutions by majority of
‘votes. In the case of a tie, the Chairman shall have the tie-breaking vote.

4. The foregoing rules shall be developed by the Board of Directors into corresponding
Regulations of the Committee.

Article 46. Chairman and Vice-Chairman or Vice-Chairmen

1. The Chairman of the Board of Directors shall be considered the President of the Company
and of all of the decision-making bodies of which the Chairman is a member, which he
shall permanently represent with the broadest powers, being authorized in urgent cases to
adopt such measures as the Chairman deems advisable in the interests of the Company.

2 The Chairman, who holds the senior management of the Company and is the
representative thereof, shall exercise the following powers in addition to the powers
_ conferred by these By-Laws and the Law:

(a) To call and preside over meetings of the Board of Directors and the Executive
Cormmttee in the manner established by these By-Laws, setting the agenda for
meetings and directing discussion and debate.

(b) To preside over the General Shareholders’ Meeting and direct the discussion and
debate therein.

(¢) To bring to the Board of Directors those proposals which the Chairman deems
appropriate for the efficient running of the Company, particularly those
corresponding to the operation of the Board of Directors itself and other corporate
decision-making bodies, as. well as proposing the appointment of internal positions
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within the Board of Directors.

(d) To represent the Company before public entities-and any industry or employers’
bodies. :

"3. In the event of the absence, sickness or disability of the Chairman of the Board of
Directors, the Chairman shall be replaced by the Vice-Chairman, if any; if there are
several, the person replacing the Chairman shall be the Vice-Chairman that is expressly
appointed by the Chairman; in default of the foregoing, the Vice-Chairman having the
longest ength of service and, if equal lengths of service, the oldest; and if there is no
Vice-Chairman, the longcst-servmg Dlrector and, in case of equal lengths of service, the
oldest.

Article 47. Chief Executive Officer

1. The Board of Directors, at the proposal of the Chairman and with the favorable vote of
two-thirds of the Directors, may appoint a Chief Executive Officer from among the
Directors, with the powers it deems appropriate and which may be delegated pursuant to
these By-Laws and the Law.

2. The Chief Executive Officer may propose to the Board of Directors, for its approval after
© a report of the Nominating and- Compensation Committee, the definition and
reorganization of the Company’s organizational structure, the appointment and removal of
senior managers, and the compensations or indemnifications, if any, payable thereto in the
event of removal. In addition, the Chief Executive Officer may propose to the
Nominating and Compensation Committee, for submission by it to the Board of Directors,

the compensation policy as well as the basic terms and conditions of the contracts with the

. senior managers of the Company.

Section 4. Rules Applicable to Directors.
Article 48. General Duties of Directors
1. In the performance of his duties, a Director shall act in good faith and with the diligence
of a prudent businessman and a faithful representative, and shall comply with the duties
prescnbed by the By-Laws, the Regulations of the Board of Directors and the Law, acting
in furtherance of the corporate interests. ,
*2. The Regulations of the Board of Directors shall elaborate upon the specific obligations of
Directors stemming from the duties of confidentiality, non-competition and faithfulness,

with special focus on conflict of interest situations.

Article 49, Terms of Office and Filling of Vacancies

. 1. The Directors shall serve in their position for a term of five (5) years, so long as the

shareholders acting at the General Shareholders’ Meeting do not resclve to remove or
dismiss them and they do not resign from their position. In particular, the Directors must
submit their resignation from the position and formalize their withdrawal upon the
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occurrence of any of the instances of incompatibility or prohibition against performing the
duties of director provided by Law, as well as the events in which the Regulations of the
Board of Directors so provide.

Directors may be re-elected to one or more terms of five (5) years.

Vacancies which occur may, pursuant to Law, be filled. by the Board of Directors on an
interim basis until the next General Shareholders’ Meeting, whereat the shareholders shall
confirm the appointments or elect the persons who should replace Directors which are not
ratified, or it shall withdraw the vacant positions.

Article 50. Director Compensation

1.

The Company shall allocate as an expense an amount equal to a rnaxirﬁum of two (2%)
percent of consolidated group profits obtained during the fiscal year for the following

purposes:

a) To compensate the Directors based on the offices held, and dedication to and
attendance of meetings of the corporate decision-making bodies.

b) To endow a fund to meet the obligatioﬁs of the-Company regarding pensions, the

payment of life insurance premiums and the payment of indemnifications in favor of
current and former Directors. :

The allocation of the maximum limit of two (2%) percent shall only occur if profits
for the fiscal year are sufficient to cover legal and other mandatory reserves and the
issuance to the shareholders of a d1v1dend of at least four (4%) percent of the share
capital.

Independently of the provisions of the foregoing paragraph, and subject always to the
approval of the shareholders, the compensation of Directors may also consist of the
delivery of shares or options thereon, as well as a payment which takes as its reference the
value of the Company’s shares.

All rights and duties arising from membership on the Board of Directors shall be
compatible with all other rights, duties and indemnification to which the Director may be

entitled by reason of other employment or professional relationships; if any, that such .

Director may have with the Company. The fixed and variable compensations and the
indemnifications arising from the corresponding contracts shall be included in and paid
with a charge to the by-law allocation accorded to the Board of Directors in the preceding
paragraph one.

Article 51. Powers of Information and Inspection

1.

A Director shall have the broadest powers to obtain information regarding any aspect of
the Company, to examine its books, records, documents and. other records of corporate
transactions, to inspect its facilities, and to communicate with the senior managers of the
Company.
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2. The exercise of the pdwcrs of information shall first be channeled through the Chairman,
the Chief Executive Officer, if any, or the Secretary of the Board of Directors.

Section 5. Annual Corporate Governance Report and Website
Article 52. Annual Corporate Governance Report

1. The Board of Directors shall, on an annual basis and following a report by. the Audit and
Compliance Committee, annually approve a corporate governance report for the Company
which shall include all specifications provided for by law and any other specifications
which the Board of Directors deems appropriate to include therein.

2. The annual corporate governance report shall be approved prior to the publication of the
call of the Company’s ordinary General Shareholders’ Meeting for the fiscal year to which
such report refers, and shall be made available to the shareholders together with other
documents relating to the General Shareholders’ Meeting.

3. In addition, public notice shall be given of the annual corporate governance report as
provided in the securities markets rules and regulations.

Article 53. Website

The Company shall maintain a website for shareholders’ and investors’ information, which
shall include the documents and information provided for by Law, and at least the following:

1. The current By-Laws, as well as the amendments thereto made in the last twelve (12)
months. :

2. The current Regulations for the General Shareholders’ Meeting.

3. The current Regulations of the Board of Directors and, if applicable, the current
Regulations of the Committees of the Board of Directors.

4, The sustainability report or annual report for the last two (2) closed fiscal years, which
will be published after preparation thereof for submission to the sharcholders at the
General Shareholders” Meeting.

5. The current Internal Regulations for Conduct in the Securities Markets.

6. The annual corporate governance report for the last closed fiscal year.

7. The information regarding the call to meeting, the agenda, the proposed resolutions, and
any other relevant information that the shareholders may need in order to vote, starting

upon publication of the first notice of the call to any ordinary or extraordinary General
Shareholders’ Meeting. :
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8. The information on the proceedings of the General Shareholders’ Meetings held during
the current and the prior fiscal years, and particularly, on the agenda, the composition of
the General Shareholders’ Meeting at the time when it is convened, and the resolutions
adopted, with a statement of the number of votes cast and the direction of such votes on
each of the proposals included in the agenda. '

9. The existing channels of communication between the Company and the shareholders and,
in particular, explanations pertinent to the exercise of a shareholder’s right to receive
- information, indicating the postal and e-mail addresses to which the shareholders may
direct their requests, which channels shall have been established for each General
Shareholders® Meeting from the publlcatlon of the first notice of the call to meeting until

. the holding thereof. ,

10. Thc means and procedures for .grantmg a proxy to attend a General Shareholders’
Meeting, established for each Meeting from the moment of the call to meeting until the
holding thereof. _

11. The means and procedures for casting votes from a distance, including, where applicable,

* the forms required to evidence attendance and the casting of votes by means of data

transmission at the General Shareholders’ Meeting, established for each Meeting from the
-moment of the call to meeting until the holding thereof.

12. All relevant events of which notice was given to the National Securities Market
Commission during the current fiscal year and the last closed fiscal year.

TITLE 1lI. NEUTRALIZATION OF LIMITATIONS IN THE
EVENT OF TENDER OFFERS

Article 54. Removal of Voting Limitations

The limitation on the maximum number of votes that may be cast by a single shareholder
contained in Article Twenty-Nine (paragraphs three to five) and the voting prohibition of
Article Thirty which is imposed upon sharecholders affected by conflicts of interests, shall
have no effect upon the occurrence of the following circumstances:

(a) when the Company is the target of a public tender offer aimed at the share caplta] as a
whole; and -

(b) when, as a result of the public tender offer, an individual or a legal entity, or several of
them acting jointly, acquire an interest equal to two-thirds of the voting capital of the
Company, provided the full consideration thereof consists only of cash; or, alternatively,

(c) when, as a result of the public tender offer, an individual or a legal entity, or several of
them acting jointly, acquire an interest equal to three-quarters of the voting capital of the
Company, provided that the consideration thereof consists, in whole or in part, of
securities, without giving the recipient an alternative right to receive such consideration
wholly in cash.
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Article 55. Effectiveness of the Removal

1.
- the date of publication of the result of the settlement of the offer in the Listing Bulletin

The removal of the limitation mentioned in the above paragraph shall be effective from
[Boletin de Cotizacicén] of the Bilbao Stock Exchange.
The Directors of the Company shall have the power — and the duty — to execute the

corresponding public instrument formalizing the by-law amendment referred to in
paragraph one above and to seek registration thereof with the Commercial Registry.

Article 56. Amendments to Articles in Title IIT and Related Provisions

All resolutions intended- to eliminate or amend the provisions contained in this Title, in
Article Twenty-Nine (paragraphs three to five), and in Article Thirty shall require the
affirmative vote of three-fourths of the share capital in attendance at a General Shareholders’
Meeting.

TITLE IV. ANNUAL FINANCIAL STATEMENTS, DISTRIBUTION OF
PROFITS, DISSOLUTION AND LIQUIDATION

Chapter I. Annual Financial Statements

Article 57. Fiscal Year and Drawing-up of Annual Financial Statements

1.

2.

The fiscal year shall commence on January ! of each year and shall end on December 31.

The Annual Financial Statements (consisting of the Balance Sheet, the Profit and Loss
Statement and the Notes to the Financial Statements) and the Management Report shall be
prepared in compliance with the structure, principles and guidelines contained in current
applicable provisions.

Within the first three (3) months of the year, the Board of Directors shall draw up the
Annual Financial Statements, the Management Report and the Proposed Allocation of
Profits or Losses and, if applicable, the consolidated Financial Statements and
Management Report. The Annual Financial Statements and the Management Report must
be signed by all the Directors. If the signature of any of them is missing, an indication of
such circumstance shall be inserted into each of the documents where it is so missing,
with express reference to the reason therefor. '

Article 58. Auditors

1.

2.

The Annual Financial Statements and the Management Report of the Company, as well as
the consolidated Annual Financial Statements and Management Report, must be reviewed
by Auditors.

The Auditors shall be appointed by the shareholders acting at a General Shareholders’
Meeting prior to the end of the fiscal year to be audited, for a fixed initial period that shall
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not be less than three (3) years nor greater than nine (9), to be counted from the date of
commencement of the first fiscal year to be audited; the Auditors may be re-elected
annually by the shareholders once the initial period has expired.

The Auditors shall prepare a detailed report on the results of their actions pursuant to the
legal provisions governing the Auditing of Financial Statements.

Article 59. Approval of Financial Statements and Allocation of Profits/Losses

1.

The Annual Financial Statements of the Company and the consolidated Financial
Statements shall be submitted for approval of the shareholders at the General
Shareholders’ Meeting.

The shareholders shall decide at the General Shareholders’ Meeting upon the allocation of
profits or losses for the fiscal year in accordance with the approved balance sheet.

Once such payments as are provided for by these By-Laws or by Law have been made,
dividends may only be distributed with a charge against the profits for the fiscal year or
against unappropriated reserves, if the book value of net assets is not less than the share
capital, or does not become so as a result of the distribution.

If the shareholders resolve to distribute dividends, they shall establish the time and form

of payment thereof. The establishment of these standards and of any others that may be
required or appropriate to carry out the resolution may be delegated to the Board of
Directors.

The shareholders may resolve at the General Shareholders’ Meeting that the dividend be
paid totally or partially in kind, provided that:

(a) the assets or securities to be distributed are homogeneous;
{b) thejr are listed on an official exchange at the time the resolution is made effective, or
the Company duly guarantees the liquidity thereof within a maximum period of one

year; and

{c) they are not distributed for a leséer value than the value set forth for them in the
balance sheet of the Company.

The distribution of dividends to shareﬁolders shall be made in proportion to their paid-u
capital. :

Article 60. Filing of the Approved Financial Statements

The Board of Directors shall file the Annual Financial Statements and the Management
Report of the Company, as well as the consolidated Financial Statements and Management
Report, together with the corresponding Reports prepared by the Auditors and all other
mandatory documents, in such manner and within such periods as are prescribed by Law.
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Chaptef I1. Dissolution and Liquidation of the Company

Article 61. Grounds for Dissolution

~ The Company shall be dissolved upon the occurrence of any of the events set forth in the
‘Companies Law. .

Article 62. Liguidation of the Company

1.” From the moment the Company declares itself to be in liquidation, the Board of Directors
shall cease to hold office and the Directors shall become liquidators of the Company.
They shall make up a collective body which must be composed of an odd number of
members. If necessary for such purpose, the Director having the least length of service -
since appointment shall cease to hold ofﬁce

2. During the liquidation period, the provisions of these By-Laws governing the calling and
holding of General Shareholders’ Meetings shall be complied with, and the shareholders
shall be informed of the progress of the liquidation, so that the shareholders may adopt
such resolutions as they deem appropriate.

3. Al llqu1dat1ng operations shall be carned out with due observance of applicable law.

Article 63. Supervemng Assets and Liabilities

1. If corporate property appears after the entries relating to the Company have been
cancelled, the liquidators shall assign to the former shareholders the additional share to
which they may be entitled, for which purpose such property shall be first converted into
cash where necessary.

After the passage of six (6) months from the date on which the liquidaters were required
to comply with the provisions of the foregoing, without the former shareholders having
been assigned the additional share, or in the absence of liquidators, any interested party
may file a petition with the Court of First Instance of the Company’s last registered office
for the appointment of a person to replace the liquidators in the performance of their
duties.

2. The former shareholders shall be jointly and severally liable for all unpaid corporate -
liabilities up to the amount of what they may have received as their share in liquidation,
without prejudice to the liability of the liquidators in the event of fraudulent or negligent
conduct.

3. In order to comply with formal requirements relating to legal acts performed prior to the
cancellation of the entries of the Company, or whenever necessary, the former liquidators
may formalize legal acts in the name of the defunct Company following its canceliation in
the registry. In the absence of liquidators, any interested party may file a-petition for
formalization by the Court of First Instance of the place where the last registered office of
the Company was located.
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TITLE V. FINAL PROVISIONS
Sole Final Provision. Jurisdiction for the Resolution of Disputes.
In connection with all liﬁgious disputes that may -arise between the Company and the

shareholders with regard to the corporate affairs, both the Company. and the shareholders
waive the right to resort to their own jurisdiction and expressly submit to the Junsdlctlon of

- the courts of the place where the Company’s registered office is located, except in those cases

in which another jurisdiction is imposed by law,
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STATEMENT OF PURPOSE

In order to reinforce the transparency of listed companies, Law 26/2003 of July 17 (the
“Transparency Law”), which modifies Law 24/1988 of July 28 on the Securities Market (the
“Securities Market Law”) and the Companies Law, has introduced a new Section 113 into the
Securities Market Law pursuant to which listed companies are required to have rules
governing all matters relating to the General Shareholders’ Meeting vis-3-vis the provisions of
the By-Laws and the Law.

In compliance with this provision, and drawing upon the standard that the Company’s
relationship with its shareholders is based upon principles of equal treatment among
shareholders, transparency and the broad and continuous supply of information, Iberdrola,
S.A. (hereinafter, “Iberdrola” or the “Company™) hereby adopts these Regulations for the
General Shareholders’ Meeting, which systematize and develop the guidelines for this
corporate decision-making body so that all of the shareholders can sufficiently understand the
Company’s situation and fully exercise their rights at the General Shareholders’ Meeting.

PRELIMINARY TITLE. ABOUT THE REGULATIONS FOR THE GENERAL
SHAREHOLDERS’ MEETING

Article 1. Purpose of the Regulations.

1. These Regulations are intended to (i) determine the basic rules for the preparation, call,

quorum, conduct, adoption of resolutions at, conclusion and documentation of the General

- Shareliolders’ Meeting of the Company, as well as (ii) to determine the basic rules for the
exercise for such purpose of the voting rights belonging to the shareholders of Iberdrola.

2. These Regulations are also intended to facilitate the effective exercise by the shareholders
of their powers at a General Shareholders” Meeting, pursuant to the provisions of the By-
Laws and the Law.

Article 2. Scope of Application of the Regulations.

These Regulations shall apply to all General Shareholders’ Meetings of the .Company,
whether ordinary or extraordinary.

Article 3. Duration.

These Regulations are approved by the shareholders at the Company’s General Shareholders’
Meeting, have indefinite duration and shall become effective upon the first General
Sharcholders™ Meeting to be called after the Meeting at which they are approved, without
prejudice to the rights previously accorded to the shareholders under legal and by-laws
provisions, The same principles shall apply. to any amendment of these Regulations approved
by the sharcholders at a General Shareholders’ Meeting.

Article 4. Dissemination of the Regulations.

These Regulations shall be communicated to the National Securities Market Commission
[Comision Nacional del Mercado de Valores] and registered with the Commercial Registry

NOTICE. This document is a translation of a duly approved Spanish-language document, and is provided
for informational purposes only. In the event of any discrepancy between the text of this transtation and
the text of the original Spanish-language document which this translation is imtended to reflect, the text of
the onriginal Spanish-language document shall prevail.
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[Registro Mercantil] pursuaht to applicable rules and regulations. The current text of these
‘Regulations shall also be made available on the website of the Company.

Article 5. Order of Priority.

" These Regulations further elaborate upon and supplement the legal and by-laws provisions

applicable to the General Shareholders’ Meeting, which provisions shall prevail in the event

~of a conflict with the provisions of these Regulations.

Article 6. Amendment of the Regulations.

The Board of Directors, and shareholders who individually or collectively hold interests equal
to or greater than five (5%) percent of the share capital of the Company, shall have the right to
propose amendments to these Regulations. In addition, the amendments to these Regulations
shall be subject to the dissemination provisions set forth in Article Four above.

TITLE 1. DEFINITION, TYPES, AND POWERS OF THE SHAREHOLDERS AT,‘
GENERAL SHAREHOLDERS’ MEETINGS

Article 7. Definition and Types of General Shareholders’ Meetings.

1. The group of all duly convened shareholders meeting at a General Shareholders’ Meeting

" 'to debate and decide by the required majorities those matters within their power, or to be

informed of those other matters that the Board of Directors deems appropriate, constitutes

the sovereign decision-making body of the Company. The decisions thereof are binding

upon all shareholders, including those who are absent, dissenting, abstain from voting and

who lack the right to vote, without prejudice to the rights such shareholders may have to
challenge such decisions. '

2. A General Shareholders” Meeting may be ordinary or extraordinary.

The shareholders acting at an ordinary General Shareholders’ Meeting, which shall be
previously called for such purpose, must meet within the first six (6) months of each fiscal
year in order to review corporate management, approve financial statements from the prior
fiscal year, if appropriate, and decide upon the allocation of profits or losses from such
fiscal year. Resolutions may also be adopted at the ordinary General Shareholders’
Meeting regarding any other matter within the power of the shareholders, provided that
such matters appear on the agenda and that shareholders with the required capital are in
attendance at the General Shareholders’ Meeting,

Any General Shareholders’ Meeting not provided for in the foregoing paragraph shall be
deemed an extraordinary General Sharcholders” Meeting and shall meet at any time of the
year, provided that the Board of Directors deems such meeting to be appropriate.

_Article 8. Powers of the Shareholders Acting at a General Shareholders’ Meeting.

1. The shareholders at a General Shareholders’ Meeting shall decide the matters assigned

thereto by the By-Laws, these Regulations or the Law, and particularly regarding the
following:

NOTICE. This document is a translation of a duly approved Spanish-language document, and is provided
for informational purposes only. In the event of any discrepancy between the text of this translation and
the text of the original Spanish-language document which this translation is intended to reflect, the text of
the original Spanish-language document shall prevail.
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a) Appointment and removal of Directors, as well as ratification of Directors designated
by interim appointment to fill vacancies. '

b) Approval, if applicable, of the establishment of systems for compensation of the
Company’s Directors and senior managers, consisting of the delivery of shares or of
rights therein or [a compensation] that takes as its reference the value of the shares.

¢) Appointment and removal of Auditors.

-d) Review of corporate management and approval, if appropriate, of the financial

" statements from the prior fiscal year and the proposed allocation of the profits or
losses thereof.

e) Increase or reduction in share capital, as well as delegation to the Board of Directors
of the power to increase capital.

f) Issuance of debentures and other negdtiable obligations and delegation to the Board of
Directors of the power for the issuance thereof.

g) Authorization for the derivative acquisition of the Company’s own shares.

‘h) Approval and amendment of these Regulations.

i) Améndment of the By-Laws.

- j) Merger, split-off, transformation of the Compaﬂy, dissolution and overall assignment

of assets and liabilities.

In addition, the shareholders acting at a General Shareholders’ Meeting shall decide any
matter submitted to them by the Board of Directors.

TITLE I1. ORGANIZATION OF THE GENERAL SHAREHOLDERS® MEETING

Article 9. Call of the General Shareholders’ Meeting.

1.

2,

Pursuant to the provisions of the By-Laws, the General Shareholders’ Meeting must be
formally convened by the Board of Directors through an announcement published in the
Official Bulletin [Boletin Oficial] of the Commercial Registry and in one of the
newspapers of wider circulation in Biscay as much in advance as required by the
regulations in effect at any time. '

The Board of Directors must call a General Shareholders’ Meeting in the following
events:
a) In the event set forth in paragraph two of Article Seven above.
b) If the meeting is requested, in the manner provided for by Law, by shareholders
who hold or represent at least five (5%) percent of the share capital, which request

sets forth the matters to be addressed. In this event, the Board of Directors shall
call for the General Sharcholders’ Meeting to be held within the statutorily

NOTICE. This document is a translation of a duly approved Spanish-fanguage document, and is provided
for informational purposes onty. In the event of any discrepancy between the text of this translation and
the text of the original Spanish-language document which this translation is intended to reflect, the text of
the original Spanish-language document shall prevail.
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prescribed deadline. ' The Board of Directors must include the requested matters in
the agenda.

¢) In the event a tender offer is made for the securities of the Company, in order to
report to the shareholdérs regarding the tender offer and to deliberate and decide
upon the matters submitted for their consideration. Any shareholder or shareholders
holding voting shares representing at least one (1%) percent of share capital shall
have the right to request the inclusion. of matters in the agenda of the General
Shareholders’ Meeting which must be called for this purpose. '

3. The announcement of the call to meeting must contain all ‘statements required by Law
under such circumstances and must set forth the day, place and time of the meeting upon
first call and all matters to be dealt with, The announcement may also, if appropriate, set .
forth the date on which the General Shareholders Meeting shall proceed upon second
call. :

4. The Company shall deliver a copy of the announcement of the call to the National
Securitics Market Commission. The text of the announcement shall also be accessible
through the Company’s website.

5. Beginning on the date of the announcement of the call, such information as is deemed
_appropriate to facilitate the attendance of the shareholders at the General Shareholders’
Meeting and their participation therein shall be contained in the Company’s website,
including at least the following: - ‘

a}  Documents relating to the General Shareholders’ Meeting that are required by Law,
with information regarding the agenda, resolutions proposed by the Board of
Directors, and any other relevant information that the shareholders might need in
order to cast their vote. In the event that the sharcholders acting at the General
Shareholders’ -Meeting must deliberate on the appointment, re-election or
ratification of Directors, the corresponding proposed resolution shall be
accompanied by the following information: (i) professional profile and biographical
data of the Director; (ii) other boards of directors on which it holds office, at listed
companies or otherwise; (iii) indication of the type of Director he is in each case,
with mention, in the case of proprietary Directors, of the shareholder that proposes
or proposed his appointment or with which he has ties; (iv) date of his first and
subsequent appointments as Director of the Company, and (v) shares of the
Company and derivative financial instruments whose underlying assets are shares of
the Company, of which such Director is the holder.

b)  The existing channels of communication between the Company and the shareholders
and, in particular, explanations pertinent to the exercise of a shareholder’s right to
information, indicating the postal and e-mail addresses to which the shareholders
may direct their requests.

c) The means and procedures for granting a proxy to attend the General Shareholders’
Meeting.

~d) The means and procedures for distance voting, including, where applicable, the

NOTICE. This document is a translation of a duly approved Spanish-language document, and is provided
for informational purposes only. In the evem of any discrepancy between the text of this translation and
the text of the original Spanish-language document which this translation is intended to reflect, the text of
the original Spanish-language document shall prevail.
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forms required to evidence attendance and the casting of votes by means of data
transmission at the General Shareholders” Meeting. '

The Company shall usé its best efforts to include in its website, starting on the date of the
announcement of the call to meeting, an English version of the information and the
principal documents related to the General Shareholders’ Meeting in order to facilitate
shareholders’ attendance and participation therein. In the event that such inclusion of
website contents is carried out, the Spanish version of the aforement:oned documents shall
prevail in all cases.

Shareholders representing ‘at least five (5%) percent of the share capital may request the

_ publication of a supplement to the call of the General Shareholders’ Meetmg including

10.

one or more items in the agenda.

The shareholders’ rights mentioned in-paragraph two, letter ¢) and paragraph seven above
must be exercised by duly authenticated notice that must be received at the company’s
registered office within five (5) days of the publication of the call to meeting. The
supplement to the call to meeting mentioned in such paragraphs must be published within
the statutorily prescribed deadline.

The shareholders at the General Shareholders’ Meeting may not deliberate on or decide

. matters that are not included in the agenda, unless otherwise provided by law.

The Board of Directors may require that a Notary Public attend the General Shareholders’
Meeting and prepare the minutes thereof. In any event, the Board must require the
presence of a Notary under the circumstances provided by Law.

Article 10. Right of the Shareholders to Receive Information Prior to the Holding of the
General Shareholders’ Meeting. '

1.

Through its website, the Company shall compty, with respect to the shareholders, with the
statutorily prescribed obligations to provide information, without prejudice to its right to
use any other means for such purpose or to the shareholders’ right to request the
information in written form pursuant to applicable law.

From the first date of publication of the call to the General Shareholders’ Meeting through
and including the seventh day prior to the date provided for the first call to meeting, the
shareholders may request-in writing the information or clarifications that they deem are
required, of ask written questions that they deem. pertinent, regarding the matters
contained in the agenda. In addition, upon the same prior notice and in the same manner,
the shareholders may request information or clarifications or ask written questions
regarding information accessible to the public which has been provided by the Company
to the National Securities Market Commission since the holding of the last General
Sharcholders’ Meeting. :

All such requests for information may be made by delivery of the request to the
Company'’s registered office, or by delivery to the Company via mail or other means of
electronic or long-distance data communication sent to the address specified in the
announcement of the meeting or, in the absence of such specification, to the Office of the
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Shareholder [Oficina del Accionista]. Requests shall be allowed in which the electronic
document by virtue of which the information is requested includes a recognized electronic
signature used by the requesting party or other mechanisms which, pursuant to a
resolution previously adopted for such purpose, the Board of Directors deems sufficient to
- ensure the authenticity and identity of the shareholder exercising such right to receive
information. :

Whatever the means used to issue the requests for information, the request of the
shareholder must include the shareholder’s first and last names, with evidence of the
shares owned, in order for this information to checked against the list of shareholders and
the number of shares in the shareholders’ name provided by the Sociedad de Gestion de
los Sistemas de Registro, Compensacion y Liquidacién de Valores, S.A. [Securities
Registration, Clearing and Payment Systems Management Company] (Iberclear), for the
General Shareholders’ Meeting in question. The shareholder shall be responsible for
maintaining proof of delivery of the request to the Company as and when due. The
Company’s website shall provide detailed explanations regarding the exercise of the
shareholders’ right to receive information in compliance with the provisions of applicable
rules and regulations.

3. The Board of Directors shall be required to provide the information requested pursuant to
the preceding paragraphs in the form and within the periods provided by the By-Laws,
these Regulations and the Law, except in cases in which (i) it is requested by shareholders
representing less than twenty-five (25%) percent of the share capital and publication
thereof may, in the opinion of the Chairman, prejudice the interests of the Company; (ii)
the request for information or clarification does not refer to matters included in the agenda
or information accessible to the public which has been provided by the Company to the
National Securities Market Commission since the holding of the last General
Shareholders’ Meeting; (in1) the requested information or clarification is unnecessary to
form an opinion regarding the matters submitted to the shareholders, or is deemed abusive
for any reason; or (iv) legal or regulatory provisions provide otherwise.

4. The Board of Directors may authorize any of its members to respond on behalf of the
Board of Directors to shareholder requests for information.

5. When the shareholders are to deal with an amendment to the By-Laws, besides the
statements required in each case by Law, the notice of the call must make clear the right
of all shareholders to examine at the Company’s registered office the complete text of the
proposed amendment and the report thereon and to request that such documents be -
delivered or sent to them without charge.

6. In all cases in which the Law so requires, such information and supplemepial
documentation as is mandatory shall be made available to the shareholders.

TITLE HL RIGHT TO ATTEND AND PROXY REPRESENTATION
. Article 11. Right to Attend.

‘ 1. All holders of voting shares may attend the General Sharehotders’ Meeting, with the right
to be heard and to vote. .
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2. In order to exercise the right to attend, shareholders must cause the shares to be registered
in their name in the corresponding book-entry registry at least five (5) days prior to the
day on which the General Shareholders’ Meeting is held. This circumstance must be
evidenced by means of the appropriate attendance card or validation certificate issued by
the entity or entities in charge of the book-entry registry, or in any other form allowed by
applicable legislation. '

Article 12, Right to'Proxy Representation.

1. Shareholders may exercise the right to attend the General Shareholders’ Meeting
personally or through proxy representation by another person, even though such person is
not a shareholder, if the requirements and.formalities established in the By-Laws, these
Regulations and the Law are met. Representation by a person who cannot act as a
representative in accordance with Law shall be invalid and ineffective.

2. Without prejudice to the provisions of the Companies Law [Ley de Sociedades
Andnimas], proxy representation must be granted directly in writing or by mail or e-mail.
When granted by means of mail or e-mail, only those proxies which are granted in the
following manner shall be deemed valid:

~a) by postal correspondence, delivering to the Company an instrument evidencing the
proxy granted and accompanied by the attendance card issued by the entity or entities
in charge of the book-entry registry.

b) by electronic correspondence, through notice to the Company setting forth the details
of the proxy being granted and the identity of the shareholder being represented, and
using a recognized electronic signature of the shareholder or other type of guarantee
that the Board of Directors deems best ensures the authenticity and identification of
the shareholder granting the proxy, and which shall be accompanied by an
unalterable electronic copy of the attendance and ballot card.

A proxy granted by either of the above-mentioned means of long-distance
communication must be received by the Company before midnight on the day
immediately prior to the day set for the holding upon first call of the General
Shareholders’ Meeting, Otherwise, the proxy shall be deemed not to have been
granted.

3. The Board of Directors has the power to further elaborate upon the foregoing provisions
by establishing rules, means and procedures adjusted to current techniques in order to
organize the grant of proxies by electronic means, in accordance with the rules and
regulations issued for such purpose, if any.

Specifically, the Board of Directors may (i) establish rules for the use of guarantees other
than electronic signatures for the granting of proxies by electronic correspondence, and
(ii) reduce the advance period for receipt by the Company of proxies granted by postal or
electronic correspondence. :

4. The Chairman of and Secretary for the General Shareholders’ Meeting shall have the
widest powers to recognize the validity of a document or media evidencing representation
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by proxy; only those which fail to meet the minimum legal reqmrements may be deemed
invalid, and only provided that such failure cannot be cured.

3. A proxy is always revocable. Personal attendance at the General Shareholders’ Meeting
- of the shareholder granting the proxy shall have the effect of revoking the proxy.

6. In cases where the Directors of the Company make a public solicitation for proxies, the
rules contained in the Companies Law, the Securities Market Law and rules and
regulations further elaborating upon the provisions thereof shall apply. In particular, the

.document evidencing the proxy must contain or attach the agenda, as well as the
solicitation of instructions for the exercise of voting rights and the way in which the
proxy-holder will vote in the event that specific instructions are not given, subject in all
cases to the provisions of Law. The delegation may also include those matters which the
Law allows to be dealt with at the General Shareho]ders Meeting even when not provided
for in the agenda. .

7. If the proxy has been validly granted pursuant to the Law and these Regulations but does
“not include voting instructions or questions arise as to the intended proxy-holder or the
scope of the representation, it shall be deemed that the proxy (i) is granted in favor of the
Chairman of the Board of Directors, (ii) refers to all of the proposals included in the
agenda for the General Sharcholders’ Meeting, (iii) contains the instruction to vote
.favorably thereon and (iv) also extends to matters that may be raised outside of the
agenda, in respect of which the proxy-holder shall cast his vote in the direction he deems
most favorable to the interests of the shareholder granting the proxy.

8. Unless otherwise indicated by the shareholder granting the proxy, in the event that the
proxy-holder is subject to a conflict of interest, it shall be deemed that the shareholder
granting the proxy has also appointed as proxy-holders, jointly and severally and
successively, the Chairman of the General Shareholders’ Meeting and, if such Chairman is
also subject to a conflict of interest, the Secretary for the General Shareholders’ Meeting,

Article 13. Attendance Cards.

1. Entities participating in the Sociedad de Gestion de Sistemas de Registro, Compensacion y
Liquidacion de Valores, S.A. (Iberclear) may be authorized to issue cards for attendance at
the General Shareholders” Meeting in favor of their respective depositing shareholders,
which cards may also be issued by the Company itself in exchange for the deposit of
documents evidencing ownership of the shares. :

2. For such purpose, the Company may propose to such entities the format of the attendance
card to be issued to the shareholders in order for the cards issued by such entities to be
uniform and to include a bar code or other system which allows for the electronic reading
thereof in order to facilitate the computerized calculation of attendees. The Company may
also propose the formula to be recited in such document in order to delegate proxy
representation at the meeting in favor of another person, which should also set forth the
way in which the proxy-holder will vote on each of the resolutions proposed by the Board
of Directors for each item on the agenda in the absence of specific instructions of the
shareholder being represented. The attendance card may specify the identity of the proxy-
holder in the absence of express appointment by the shareholder being represented.
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Article 14, Other Attendees.

1. The members of the Board of Directors must attend the General Shareholders’ Meeting.
The absence of any of such members shall not affect the validity of the General
Shareholders’ Meeting.

2. Managers, experts and other persons interested in the efficient running of corporate affairs

may be authorized to attend the General Sharcholders® Meeting by the Chairman thereof.

. In addition, the Chairman of the General Shareholders’ Meeting may grant the press,

financial analysts and any other person the Chairman deems appropriate access to such

General Shareholders’ Meeting, although the shareholders acting thereat may revoke such
authorization.

TITLE IV. INFRASTRUCTURE AND EQUIPMENT
Article 15. Place of the Meeting.

1. The General Shareholders’ Meeting shall be held at the place indicated in the call to
meeting within the municipality where the Company’s registered office is located. If no
place is indicated in the call, it shall be deemed that the meeting will take place at the
Company’s registered office. The premises shall have the equipment, personnel and
infrastructure needed for the meeting. In addition, the Company may make available
other premises with similar characteristics where the General Shareholders” Meeting can
be held in the event of an emergency.

2. The General Shareholders’ Meeting may be attended by going to the place where the
meeting is to be held or, if applicable, to other places provided by the Company and
indicated in the call.to meeting, and which are connected therewith by video conference
systems that allow recognition and identification of the parties attending, permanent
communication among the attendees regardless of their location, and participation and
voting, all in real time. The principal place of the meeting must be located in the
municipal area of the Company’s registered office, but supplemental locations need not be
so located. For all purposes relating to the General Shareholders’ Meeting, attendees at
any of the sites shall be deemed attendees.at the same individual meeting. The meeting
shall be deemed to be held at the principal location thereof.

Article 16. Infrastructure, Means of Communication and Services Available at the
Premlses

1. The premises to be used to hold the General Shareholders’ Meeting shall have the
personnel, technical equipment and safety, assistance and emergency measures matching
the nature and location of the property, as well as the importance of the event. In addition,
the premises for holding the General Shareholders” Meeting shall have the emergency and
evacuation measures required by law, as well other measures deemed appropriate in light
of the circumstances,

2. Appropriate safety controls and surveillance and protection measures, as well as systems
for controlling access (o the meeting, shall be established in order to ensure the safety of
the attendees and the orderly conduct of the General Shareholders’ Meeting,

NOTICE. This document is a translation of a duly approved Spanish-language document, and is provided
for informational purposes oaly. In the event of any discrepancy between the text of this translation and
the text of the oniginal Spanish-language document which this transtation is intended to reflect, the text of
the original Spanish-language document shall prevail.,




No. 82-03382

3 At the entrance to the premlses where the meeting is being held, the attendees shall be
delivered a copy of the full text of the resolutions proposed by the Board of Directors for .
submission to the shareholders regarding each item on the agenda. Excepted from the
foregoing are those proposals which have been prepared immediately prior to the holding

- of the General Shareholders’ Meeting and which for such reason cannot be delivered in
written form to all attendees. In addition, there shall be made available to the attendees
copies of the management reports and other documentation which, pursuant to legal or by-
laws provisions, must be made avallable to the shareholders with respect to such proposed
resolutions.

4. The entire proceedings of the General Shareholders’ Meeting may be the subject of
audiovisual recording, if so determined by the Chairman thereof. The attendees may not
use photographic, video, image and/or sound recording equipment or other similar -
equipment in the room where the General Shareholders’ Meeting is taking place, except to
the extent allowed by the Chairman. Means allowing for the simultaneous interpretation
of debate may also be made available when deemed appropriate for any reason.

Article 17. Computer System for the Recording of Proxies and Voting Instructions,
Preparation of the List of Attendees, and Calculation of Voting Results.

1. Sufficiently in advance of the day set forth for the holding of the General Sharcholders’
‘Meeting, the Company shall provide the personnel and technical equipment required to
perform computer monitoring and calculation of the proxies (with the corresponding
voting instructions, if any) received by the members of the Company’s Board of Directors.

2. In addition, on the day of the General Shareholders’ Meeting, the premises indicated for
the meeting shall be supplied with the above-mentioned computer personnel and technical
equipment for the purpose of recording the entry of sharcholders attending the meeting in
order to calculate the provisional and final quorum for the General Shareholders’ Meeting
and the preparation of the list of shareholders present in person and by proxy, which shall
be electronically recorded in duplicate and sealed, and the cover of which shall show the
appropriate identification procedure signed by the Secretary with the approval of the
Chairman, and the procedure, if any, followed by the Notary Public, which shall be
attached to the minutes of the General Shareholders’ Meeting. Such personnel and
equipment shall also be provided in order to calculate the voting.

3. In order to undertake such activity, the Company shall, pursuant to applicable rules and
regulations, ask the Sociedad de Gestion de los Sistemas deé Registro, Compensacion y
Liquidacion de Valores, S.A. (Iberclear) to provide, in electronic format and within the
deadlines provided for such purpose, the list of the Company’s shareholders and the
number of shares appearing in the name of each shareholder.

Article 18. Office of the Shareholder.

The Company shall set up an Office of the Shareholder in a visible place at the stated
. premises of the General Sharcholders’ Meeting, for the purpose of (i) answering questions
regarding the proceedings raised by the shareholders prior to the commencement of the
session, without prejudice to shareholders’ legal and by-laws rights to take the floor, make
proposals and vote, and (ii) assisting and informing attendees and shareholders who wish to
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take the floor, preparing for such purpose a list of those who previously state their desire to
participate, as well as collecting the text of their statements, if such statements are available in
writing. )

TITLE V. CONDUCT OF THE GENERAL SHAREHOLDERS’ MEETING
Article 19. Opening of the Premises and Monitoring Access Thereto.

1. In the place and on the day provided, whether on first or second call, for the holding of the
General Sharcholders’ Meeting, and beginning one hour prior to the time announced for
the commencement of the meeting (unless otherwise specified in the notice of the call),
the shareholders or their valid representatives may present their respective attendance
cards, proxies and, if applicable, the documents evidencing their status as legal
representative, to the staff of the Office of the Shareholder. The registration of
shareholders attending the meeting in-person and by proxy shall be carried out through
optical scanning or other similar technical media, pursuant to the provisions of Article
Seventeen above. '

2. In the event that a second call is made due to the failure to attend of the number of
shareholders legally required to hold the General Shareholders™ Meeting on the first call,
such circumstance shall be properly recorded in the minutes of the General Shareholders’
‘Meeting.

Article 20. Chairman, Secretary and Presiding Committee fMesa] of the General
Shareholders’ Meeting,

1. The Presiding Committee fMesa] of the General Shareholders’ Meeting shall be formed at
the time stated in the call of the General Shareholders’ Meeting.

- 2. Thc Chainnan of the Board of Directors or, in the absence thereof, the Vice-Chairman,

shall act as the Chairman of the General Shareholders’ Meeting; if there are several Vice-
Chairmen, they shall act in the order set forth in the By-Laws; in the absence of the
foregoing, the longest-serving Director shall serve, and in the absence of all of the above,
the shareholder designated by the shareholders themselves shall serve.

3. The Chairman shall be assisted by the Secretary. The Secretary of the Board of Directors
and, in the absence thereof, the Vice-Secretary of the Board of Directors, shall act as
Secretary for the General Shareholders’ Meeting; in the absence of both, the Director with
the least amount of time in such position shall serve, and in the absence of all of the
above, the shareholder designated for such purpose by the sharcholders themselves shall
serve.

The Chairman may also, if so desired, obtain the assistance of any expert the Chairman
deems appropriate. .

4. The Chairman and the Secretary, along with the remaining members of the Board of
Directors in_ attendance, shall constitute the Presiding Committee of the General
Shareholders’ Meeting.
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Article 21. Powers of the Chairman of the General Shareholders’ Meeting.

1. The Chairman of the General Shareholders’ Meeting, who is responsible for presiding
over the meeting, shall generally have the broadest powers needed for the best progress of
- the General Shareholders’ Meeting, including the following:

a} To call the meeting to order.

. b) To verify that there is a valid quorum for the General Shareholders’ Meeting and, if
applicable, to declare it to be validly in session.

¢) To take notice of the request, if any, made by the Board of Directors for the presehce
of a Notary Public to take the minutes of the General Shareholders’ Meeting.

d) Together with the Secretary for the General Shareholders’ Meeting, to make
decisions regarding questions, requests for clarification or claims raised with respect
to the list of attendees and delegated powers or proxies. '

e) To direct presentations such that the debate adheres to the agenda.

f) To direct the deliberations by granting the floor to shareholders who so request it,
and taking the floor away or refusing to grant it when the Chairman deems that a
matter has been sufficiently debated, is not on the agenda or hinders the progress of
the meeting.

g) To accept or reject new proposals with respect to matters included in the agenda.
k) To indicate the time for voting.

i} To organize the voting- and, with the assistance of the Secretary, to perform the
calculation thereof.

j} To announce the results of the voting,
k) To temporarily suspend the General Shareholders’ Meeting.
1} To adjourn the meeting.

m) And, in general, to exercise all other powers, including those of order and discipline,
which are required to properly hold the General Shareholders’ Meeting.

2. The Chairman, even when present at the meeting, may entrust management of debate to a
Director the Chairman deems appropriate, or to the Secretary, who shall carry out these
duties on behalf of the Chairman, who may remove them at any time.

- 3. If the Chairman of the General Shareholders’ Meeting is absent for any reason during the

holding of the meeting, the replacement thereof in the exercise of his duties shall be
carried out in accordance with the provisions of paragraph two of Article Twenty above
and the By-Laws.
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Article 22, Powers of the Secretary for the General Shareholders’ Méeting.

l

The powers of the Secretary shall be the following:

a) To declare the Presiding Committee to be formed, and to announce the members
thereof.

b) To inform the shareholders, by delegation from the Chairman, of the provisional and
final quorum of shareholders attending the General Shareholders’ Meeting, indicating
_the number of shareholders represented in person and by proxy, as well as the number
of shares they represent in person and by proxy, and the percentage of share capital
represented thereby, and also indicating the total number of shares represented at the
General Shareholders’ Meeting as well as the percentage such number represents of
the total share capital of the Company, for which purpose the Company’s treasury
shares shall not be counted as being in attendance.

¢} To read, if applicable, or to make a summary report of the essential terms of the call to
meeting, the text of the proposed resolutions, the Financial Statements (Balance Sheet,
Profit and Loss Statement and Notes) of the Company and its Consolidated Group, the
Company’s Management Report and Consolidated Group Report, the Proposal for
Allocation of Profits or Losses and the Auditors’ Report. '

d) Topgether with the Chairman, to make decisions regarding questions, requests for
clarification or claims raised with respect to the list of attendees and delegated powers
Or proxies. '

) To draft the minutes of the General Shareholders’ Meeting, if applicable.

If the Secretary for the General Shareholders’ Meeting is absent for any reason during the
holding of the meeting, the replacement thereof in the exercise of the Secretary’s duties
shall be carried out in accordance with the provisions of paragraph three of Article
Twenty above and the By-Laws.

Article 23, Establishment of a Quorum for the General Shareholders’ Meeting.

1.

The General Shareholders’ Meeting, whether ordinary or extraordinary, shall be validly
established with the minimum quorum required by applicable legislation, taking into
account the matters appearing in the agenda.

Notwithstanding the provisions of the foregoing paragraph, shareholders representing
two-thirds of subscribed capital with voting rights must be in attendance at the first call
of the General Sharcholders’ Meeting, and shareholders representing sixty (60%)
percent of such capital must be in attendance at the second call, in order to adopt
resolutions regarding a change in the corporate purpose, transformation, total split-off,
dissolution of the Company and amendment of paragraph two of Article Twenty-One of
the By-Laws.

The absence of shareholders occurring once a quorum for the General Sharcholders’
Meeting has been established shall not affect the validity of the meeting.
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4.  If the attendance of shareholders representing a particular percentage of share capital or

' the consent of specific interested shareholders is required pursuant to applicable legal or
by-laws provisions in order to validly adopt a resolution regarding one or more items on
the agenda of the General Shareholders’ Meeting, and such percentage is not reached or
such shareholders are not present in person or by proxy, the shareholders shall be
limited to deliberation and decision regarding those items on the agenda which do not
require such percentage of capital or such shareholders in order to be decided.

. AArticle 24. List of Attendees.

1. Once the Presiding Committee has been formed, and prior to beginning with the agenda, a
list of attendees shall be prepared which sets forth the nature or representation of each
attendee and the number of their own or other parties’ shares present. At the end of the .
list, there shall be a determination of the number of shareholders present in person or by
proxy, as well as the amount of capital they own, with a specification as to which capital
corresponds to shareholders with the right to vote. The list of attendees shall include as
present those shareholders who have cast votes from a distance pursuant to the provisions
of the By-Laws and these Regulations. The list shall be contained in electronic media, the
sealed cover of which shall show the appropriate identification procedure signed by the
Secretary for the General Shareholders’ Meeting with the approval of the Chairman.

If the meeting takes place in different places pursuant to the provisions of these
Regulations, the list of attendees shall also include the capital represented in person or by
proxy in each room. In such case, distance votes shall be included in the room where the
Presiding Committee is located.

2. The Secretary has the power, exercised by delegation from the Chairman, to prepare the
list of attendees. The Secretary shall be provided with the means and systems determined
by the Chairman for preparation of the list and, if applicable, for calculation of the voting.

. 3. The list of attendees shall be placed at the beginning of the minutes of the General
Shareholders’ Meeting or shall be attached .thereto by means of an annex signed by the
Secretary and approved by the Chairman.

Article 25, Opening of the Session.

1. Prior to the commencement of the General Shareholders’ Meeting, the Chairman or, by
delegation therefrom, the Secretary, shall announce the provisional information relating to
the number of sharcholders with the right to vote attending the session in person or by
proxy or by distance voting, with an indication of their capital interests. In view of such
information, the Chairman shall, if appropriate, provisionally declare the existence of a
quorum for the General Shareholders’ Meeting and shall open the session.

2. If appropriate, the Chairman shall announce the presence of a .Notary Public at the
meeting, shall identify such Notary Public, and shall disclose the request he has made of
the Notary Public to prepare the minutes of the General Sharcholders’ Meeting.

3. If a Notary Public has been required to prepare thé minutes of the meeting, the Notary
Public shall ask and make clear in the minutes whether there are reservations or objections
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regarding the statements of the Chairman, or of the Secretary acting by delegation from
the Chairman, regarding the number of shareholders in attendance and the capital which is
present.

Article 26, Shareholder Requests to Address the General Shareholders’ Meeting.

1.

Once the Chairman has declared the General Shareholders’ Meeting to have commenced, -
those shareholders who desire to address the meeting and, if applicable, to request
information or clarifications regarding the items on the agenda or to make proposals, shall -

* identify themselves to the Notary Public or persons assisting him or, in the absence

thereof, to the Secretary or assistants thereto provided for such purpose or, if so indicated,

 to the Office of the Shareholder, and state their first and last names, the number of shares

they own and the number they represent. The Chairman may request speakers to deliver
the text of their presentation to the Notary Public (or, in the absence thereof, to the
Secretary) or assistants thereto or the Office of the Shareholder. - In any event, if they
desire such presentation to be literally reflected in the minutes of the General
Shareholders’ Meeting, they must at such time deliver it in writing to the Notary Public
(or, in the.absence thereof, to the Secretary) in order for the latter to be able to compare it
to the shareholder’s presentation.

In addition, regarding the right to make an address in order to take the floor, the Chairman
shall inform the attendees that, in order to speed up the progress of the General
Shareholders® Meeting, those shareholders who wish to speak must provide the Office of
the Shareholder with their name and the number of shares they hold, as well as the text of

. their presentation if they have it in writing, in order to make a copy to facilitate the

preparation of the minutes of the General Shareholders’ Meeting.

Article 27. Reports.

1.

While the shareholders who desire to take the floor are identified pursuant to the
provisions of the foregoing article, the Secretary, at the direction of the Chairman, shall
inform the shareholders of the various publications of the pertinent notice of the call to
meeting, and shall proceed to a reading thereof, unless the shareholders resolve that such
publications be deemed to have been read..

Thereafter, the General Shareholders’ Meeting shall continue with the presentation of
reports by the Chairman and the reports, if any, of the members of the Board of Directors
or persons designated for such purpose.

Thereafter, and in any event prior to voting on the business included in the agenda, the
Chairman shall commence the period for presentations by the shareholders.

Article 28. Shareholder Presentation Period.

1.

Presentations by the shareholders shall occur in the order in which they are called by the
Presiding Committee, after the setting of the periods for such presentations by the
Chairman. No shareholder may make a presentation dealing with business not included in
the agenda or without being granted the floor by the Chairman of the General
Shareholders’ Meeting.
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2. The shareholders shall initially have a maximum of five (5) minutes for each presentation,
without prejudice to the Chairman’s power to extend such period. Notwithstanding the
foregoing, when the number of presentations requested or other circumstances so require,
the Chairman may set a maximum presentation period of less than five (5) minutes, giving
due regard in each case to the equal treatment of presenting shareholders and the principle
of non-discrimination. :

.3. In the exercise of the¢ Chairman’s powers to preside over the General Shareholders’
Meeting, and without prejudice to other action that may be taken, the Chairman:

a})  may extend the time initially allocated to each shareholder, when the Chairman so
deems it appropriate;

b) may decide the order in which answers will be provided to the-shareholders and
whether. such-answers will be given following -each presentation period or as a
collective response after the last presentation;

¢)  may request the presenting parties to clarify issues that have not been understood
or which have not been sufficiently explained during the presentation;

d) may call the presenting shareholders to order so that they limit their presentation
to business properly before the General Shareholders’ Meeting and refrain from
making improper statements or exercising their right in an abusive or
obstructionist manner;

¢) may announce to the presenting parties that the time for their presentations will
soon be ending so that they may adjust their discourse and, when the time granted
for their presentation has ended, or if they persist in the conduct described in the
preceding paragraph, may withdraw the floor from them, and, if the Chairman
believes that their presentation might alter the proper order and normal conduct of
the meeting, the Chairman may adopt appropriate measures in order to comply
with this provision; and

f)  may deny the floor when the Chairman believes that a particular matter has been
sufficiently debated, is not included in the agenda, or hinders the progress of the
meeting.

The Chairman shall endeavor to maintain order in the room in order to allow the .
presenting parties to make their presentations without undue interruption.

4. During their presentation, the shareholders may make proposals regarding any matter on
the agenda except in those cases in which the Law provides that they must be made
available to the shareholders at the Company’s registered office at the time the call to
meeting is published. They may also propose the adoption of resolutions on those matters
which may be debated and decided at the General Shareholders’ Meeting without such
matters appearing on the agenda of the meeting, as well as exercising their right to receive
information as described in the next article.

5. When several shareholders ask to make a presentation regarding the same matter, any of
them may withdraw their presentation and cede their period to the others.

NOTICE. This document is a translation of a duly approved Spanish-language document, and is provided
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6. If one of the shareholders desires to make a new presentation, such shareholder shall so
request the Chairman of the General Shareholders’ Meeting, who may grant the floor
again to such shareholder if the Chairman deems it appropnate based on the progress of
the meeting.

Article 29. Right to Receive Information durihg the General Shareholders’ Meeting.

1. During the presentation period, all shareholders may verbally request information or
clarifications that they deem are necessary regarding the matters contained in the agenda.
They must have previously identified themselves for this purpose in accordance with the
provisions of Article Twenty-Six above.

* The Directors shall be required to provide the information requested pursuant to the
preceding paragraph in the form and within the periods provided by Law, except in those
cases in which (i) it has been requested by shareholders representing less than twenty-five
(25%) percent of the share capital, and the Chairman believes that publication thereof may
prejudice the interests of the Company; (ii} the request for information or clarification
does not refer to matters included in the agenda; (iii) the requested information or
clarification is not needed to form an opinion regarding the matters submitted to the
shareholders, or is deemed abuswe for any reason; or (iv) legal or regulatory provisions
provide otherwise.

2. The requested information or clarification shall be provided by the Chairman or, if
applicable and if directed by such Chairman, by the Chairman of the Audit and -
Compliance Committee, the Secretary, a Director or, if appropnate, any employee of the
Company or expert on the matter. The Chairman shall direct the manner in which an
answer shall be provided to the shareholder who had made a request or requested a
clarification in such shareholders’ oral presentation. In particular, it may be decided to
provide a collective response to the shareholder presentations at the end of the
presentation period. '

In the event that for any reason it is not possible to satisfy the shareholder’s right to
receive information during the proceedings of the General Shareholders’ Meeting, the
Directors shall provide the requested information in writing to the interested shareholder
within seven (7} days of the close of the General Shareholders’ Meeting.

Article 30. Establishment of a Final Quorum for the General Shareholders’ Meeting.

1. The list of attendees shall be finalized no later than at the end of the presentations, and the
Chairman or, by delegation therefrom, the Secretary, shall read the overall information
contained in the list of attendees, detailing the number of shareholders with the right to
vote who are present in person or by proxy at the meeting (including those who have
exercised their night to vote from a distance pursuant to the provisions of these
Regulations), the number of shares correspondmg thereto -and the percentage of share
capital they represent.

2. Once 'this information has been announced by the Chairman or the Secretary, the
Chairman shall, if appropriate, declare the existence of a proper and sufficient quorum at -
the General Shareholders® Meeting on first or second call, as the case may be, and shall

NOTICE. This document is a translation of a duly approved Spanish-language document, and is provided
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decide if the shareholders can debate and adopt resolutions regarding all matters contained
in the agenda or if, on the contrary, debate must be limited to only some of them, based on
attendance at the General Sharcholders’ Meeting in accordance with the list of attendees.

- Once the definitive establishment of a quorum for the General Shareholders’ Meeting has

been declared, and if the minutes are being prepared by a Notary Public, the attending
shareholders may state to the Notary Public any reservation or objection they may have
regarding the existence of a valid quorum for the General Shareholders’ Meeting or
regarding the overall information from the list of attendees which was previously read

~ aloud, in order to duly record such reservation or objection in the minutes of the General

Shareholders’ Meeting.

Article 31. Temporary Suspension,

1.

In exceptional cases, when there are disturbances which materially hinder the order of the
meeting or any other extraordinary circumstance which temporarily prevents the normal
progress of the General Sharcholders’ Meeting, the Chairman may agree to suspend the
session for the time the Chairman deems appropriate (but not for more than two (2) hours)
in order to reestablish the conditions needed for the continuation thereof. The Chairman of
the General Shareholders’ Meeting may adopt such additional measures as the Chairman
deems appropriate to ensure the safety of those present and to avoid the repetition of

.circumstances which might again affect the proper conduct of the meeting.

Once the session has resumed, if the situation which gave rise to the suspension persists,
the Chairman shall consult with the Presiding Committee in order for the sharcholders to
agree to continue the session on the next day. In the event the continuation is not
approved for any reason, the Chairman shall immediately adjourn the meeting.

Article 32. Continuation.

1.

1.

At the proposal of the Directors or at the request of shareholders representing at least one-
fourth of the capital present at the General Sharcholders’ Meeting, the attendees may
agree to a continuation of their sessions over one or more consecutive days. Regardless of
the number of sessions, the General Shareholders’ Meeting shall be deemed to be a single
meeting, and a single set of minutes shall be prepared for all of the sessions.

Once the Genera! Shareholders’ Meeting has been continued, there shall be no need to
repeat compliance with the provisions of the By-Laws or the Law in subsequent sessions
for them to be validly held. Without prejudice to the provisions of paragraph three of
Article Thirty-Five, if any shar¢holder included in the list of attendees prepared at the
beginning of the meeting does not thereafter attend the subsequent meetings, the
majorities needed to adopt resolutions shall continue to be those determined based on the
results of such list.

- Article 33. Casting of Votes from a Distance.

Shareholders may cast their vote regarding proposals relating to the items included in the
agenda by mail or by electronic communication,

NOTICE. This document is a translation of a duly approved Spanish-language document, and is provided
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2. Mail votes shall be cast by sending to the Corﬁpany a document in which such vote is
recorded, accompanied by the attendance card issued by the entity or entities in charge of
the book-entry registry.

3. Votes by electronic communication shall be cast using a recognized electronic signature
or other type of guarantee that the Board of Directors deems best ensures the authenticity
and identification of the shareholder exercising the right to vote, and to which shall be
attached an unalterable electronic copy of the attendance card and ballot.

4. Votes cast by either of the means set forth in the preceding paragraphs must be received
by the Company before midnight on the day immediately prior to the date provided for the
holding upon first call of the General Shareholders’ Meeting. Otherwise, the vote shall be
deemed not to have been cast.

5. The distance voting referred to in this Article shall be rendered void:

a) By subsequent express revocation made by the same means used to cast the vote and
within the period established for such voting.

b) By attendance at the meetmg in person or by proxy of the shareholder castmg the
vote,

6. The Board of Directors is empowered to elaborate upon the foregoing provisions by
establishing rules, means and procedures adjusted to current techniques in order to
organize the casting of votes and the grant of proxies by electronic means, following the
rules and regulations issued for such purpose and the By-Laws, if applicable.

Specifically, the Board of Directors may (i) establish rules for the use of guarantees other
than electronic signatures for casting electronic votes pursuant to the provisions of
paragraph three above, and (ii) reduce the advance period set forth in paragraph four
above for receipt by the Company of votes cast by postal or electronic communication.

In any event, the Board of Directors shall adopt the measures needed to avoid possible
deception and to ensure that the person casting a vote or granting a proxy by postal or
electronic communication has the right to do so pursuant to the provisions of the By-Laws
and these Regulations. '

The implementing rules adopted by the Board of Directors under the provnswns of thls
sub-section shall be published on the Company’s website.

7. Shareholders who cast votes from a distance pursuant to the provisions of this Article
shall be deemed present for purposes of determining the establishment of a quorum for the
General Shareholders’ Meeting in question.

Article 34, Voting on Proposed Resolutions.

1. Once the shareholder presentations have ended and responses have been made to requests
for information pursuant to the provisions of these Regulations, the proposed resolutions
regarding matters included in the agenda or which are not legally required to be set forth

NOTICE. This document is a translation of a duly approved Spanish-language document, and is provided
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thérein, including proposals made by the shareholders during the meeting, shall be
submitted to a vote. '

The Board of Directors shall propose different resolutions in connection with matters that

- are substantially independent of one another, such that the shareholders may separately

express their voting preferences. This rule shall specifically apply: (i) to the appointment,
re-election or ratification of Directors, such that a separate proposal shall be made for each
Director whose appointment, re-election or ratification is proposed to the shareholders at
the General Shareholders’ Meeting, and (ii) in the case of amendments of the By-Laws, to
each article or group of articles that are substantially independent of one another.

The adoption of resolutions shall proceed following the agenda set forth in the call to
meeting. Resolutions proposed by the Board of Directors shall be first submitted to vote
and then, if appropriate, resolutions proposed by others shall be voted upon following
their priority in-time. In any event, once a proposed resolution has been adopted, all
others relating to the same matter and which are incompatible therewith shall be

~ withdrawn and therefore need not be voted upon.

If proposals have been made regarding matters tﬁat may be approved at the General
Shareholders’ Meeting without having appeared in the agenda, the Chairman shall decide
the order in which they shall be submitted to a vote,

It shall not be necessary for the Secretary to previously read aloud the complete text of

resolutions proposed by the Board of Directors if such text has already been published on
the Company’s website since the date of publication of the announcement of the call to the
General Shareholders’ Meeting. In this case, the reading of a summary or excerpts may
be sufficient, except when {a full reading is] deemed appropriate by the Chairman for
some or all of the proposals. In any event, the attendees shall be told to which item on the
agenda the proposed resolution being submitted to vote refers.

As a general rule, and without prejudice to the use of other alternative systems, at the
clection of the Chairman - when the circumstances so require —, for purposes of voting on
the proposed resolutions, the direction of the votes cast by the shareholders shall be
determined as follows: '

(i) In the case of proposed resolutions relating to matters included in the agenda, votes
corresponding to all shares present in person and by proxy, less the votes
corresponding to (a) shares whose holders or representatives state that they vote
against, in blank, or abstain, by communicating or expressing their vote or abstention
to the Notary (or, in the absence thereof, the Secretary) or the assistants thereto, for
note thereof to be taken in the minutes; (b) shares whose holders have voted against,
in blank, or have expressly. stated that they abstain through the means of
communication referred to in these Regulations, and (c) shares whosc holders or
representatives have left the meeting prior to the voting on the proposed resolution in
question and have had the Notary (or, in the absence thereof, the Secretary) or the
assistants thereto.record their withdrawai from the meeting, shall be deemed to be
favorable votes .
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{ii) In the case of proposed resolutions relating to matters not included in the agenda,
votes corresponding to all shares present in person and by proxy, less the votes
corresponding to (a) shares whose holders or representatives state that they vote in
favor, in blank, or abstain, by communicating or expressing their vote or abstention
to the Notary (or, in the absence thereof, the Secretary) or the assistants thereto, for
note thereof to be taken in the minutes; (b) shares whose holders have voted in favor,
in blank, or have expressly stated that they abstain through the means of
communication referred to in these Regulations, and (c) shares whose holders or

" representatives have left the meeting prior to the voting on the proposed resolution in
question and have had the Notary (or, in the absence thereof, the Secretary) or the
assistants thereto record their withdrawal from the meeting, shall be deemed to be
votes in the negative, L

3. Furthermore, so long as it is legally admissible and the required guarantees of
transparency and certainty are provided in the opinion of the Board of Directors, a vote
may be divided in order for financial intermediaries who are recorded as having
shareholder status but act for the account of different clients to be able to divide their
votes in accordance with the instructions given by such clients.

Article 35. Adoption of Resolutions and Announcement of Voting Results,

1. The shareholders, whether acting at an ordinary or extraordinary General Shareholders’
Meeting, shall adopt resolutions with the majorities of votes represented in person or by
proxy required by the By-Laws or the Companies Law. Each voting share, whether
represented in person or by proxy, shall grant the holder the right to one vote, without
prejudice to the limitations on the maximum number of votes that may be cast by a
shareholder and to conflicts of interest provided for in Articles Twenty-Nine and Thirty of
the By-Laws and also without prejudice to the restrictions established under applicable
law.

2. The approval of resolutions shall require the favorable vote of one-half plus one of the
voting shares cast in person or by proxy at the General Shareholders’ Meeting. The
foregoing does not affect sitvations in which the By-Laws or the Law require a greater
majority.

3. For purposes of determining the number of shares upon which the majority needed to
adopt the various resolutions shall be calculated, all shares appearing on the list of
attendees shall be deemed to be in attendance, present and represented at the meeting,
tess: (i) shares whose owners or representatives have left the meeting prior to the voting
on the proposed resolution or resolutions in question and have recorded their withdrawal
with the Notary Public or, in the absence thereof, with the Secretary or assistants thereto;
and (ii) shares which, by application of the provisions of Articles Twenty-Nine and Thirty
of the By-Laws or the provisions of applicable law, are totally or partially deprived of the
right to vote in general or for the particular resolution in question.

4. Once the Chairman has evidence of sufficient favorable votes, the Chairman shall declare
the resolutions to be adopted, without prejudice to the statements that the attending
shareholders (or their representatives) may make to the Notary Public (or, in the absence
thereof, to the Secretary) or assistants thereto, regarding the direction of their vote.
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Article 36. Closure of the General Shareholders® Meeting.

Once the voting on the proposed resolutions has been completed and the Chairman has
announced the approval thereof, if any, the General Shareholders’ Meeting shall end and the
- Chairman shall bring the meeting to a close, adjourning the session.

Article 37. Minutes of the General Shareholders Meeting.

1. The minutes of the General Shareholders’ Meetmg may be approved by the sharcholders

- at the end of the meeting, and otherwise within a period of fifteen (15) days by the

Chairman and two Inspectors, one on behalf of the majonty and the other on behalf of the
minority.

2. Once the minutes are approved, they shall be mgned by the Secretary for the General '
Shareholders’ Meeting or the particular session thereof, with the approval of the person
acting therein as the Chairman. In the event the above-mentioned persons are unable to
do so for any reason, they shall be replaced by the persons established by the By-Laws or
the Law.

3. In the event that a Notary Public takes part in the General Shareholders’ Meeting, the
notarial minutes shall be deemed the minutes of the General Shareholders’ Meeting, and
_shall not reqmre approval.

Artlcle 38. Publication of Resolutions.

Without prejudice to registration with the Commercial Registry of recordable resolutions and
applicable legal provisions regarding the publication of corporate resolutions, the Company
shall communicate to the National Securities Market Commission the literal text or a
summary of the contents of the approved resolutions by means of a timely notice of a
significant event. The text of the resolutions shall also be accessible through the website of
the Company. In addition, at the request of any shareholder or their representative at the
General Shareholders’ Meeting, the Secretary shall issue a certification of the resolutions or
of the minutes, including the notarial minutes, if any.

TITLE V1. INTERPRETATION
Article 39. Interpretation of the Regulations.

The Chairman of the General Shareholders’ Meeting shall have the power to decide any
questions or disputes raised during the meeting regarding the application or interpretation of
these Regulations, without prejudice to subsequent consideration thereof by the Board of
Directors, which shall, if applicable, propose to the shareholders at the General Shareholders’
Meeting such amendments to the text of these Regulations as it deems appropriate.

NOTICE. This document is a translation of a duly approved Spanish-language document, and is provided
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PRELIMINARY TITLE

Article 1.- Purpose.

The purpose of these Regulations is to establish the principles that are to govern
all action taken by the Board of Directors of Iberdrola, S.A. (hereinafter,
“Iberdrola” or the “Company”), the basic rules for the organization and

operation thereof, and the rules of behavior to be observed by its membérs, in

order to achieve the greatest degree of transparency, effectiveness and
dynamism, supervision and control of its management duties and representation
of the Company’s interests. -

Article 2.- Scope.

1. These- Regulations shall apply directly to the Board of Directors, the

representative decision-making bodies thereof (whether collective or single-’

person) and its internal Committees or Commissions, as well as to all
members thereof who, in the. performance of their duties, decide the
direction thereof .

2. The persons to whom these Regulations apply shall have the duty to be
apprised of them, to comply with them and to enforce them, for which
purpose the Secretary of the Board of Directors of Iberdrola shall provide

them with a copy, the delivery of whlch such pcrsons shall acknowledge by

- means of a signed receipt.

3. For purposes of these Regulations, the Iberdrola Group shall be deemed to
-consist of Iberdrola and of those companies which are, in respect. of
Iberdrola, in any of the situations contemplated in Section 4 of IAW 24/1988,
- of July 28, on the Securities Market.

Article 3.- Dissemination.

These Regulations shall be reported to the National Securities Exchange
Commission and filed with the Commercial Registry, pursuant to applicable
rules and regulations. Furthermore, the current text of these Regulations shall be
available on the Company’s website.

Article 4.- Priority of Provisions.

1. In drawing up these Regulations, the Board of Directors has taken into

account the principles and standards contained in the most widely
recognized Good Govemnance recommendations, especially the
recommendations set forth in the Uniform Good Governance Code prepared
at-the behest of regulatory entities, without prejudice to the adaptation
thereof 1o the specific characteristics of the Company and lts environment
under the principle “comply or explain.”

2. These Regulations further elaborate upon and supplement the legal and by-
laws provisions applicable to the Board of Directors of the Company, which
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provisions shall prevail in the event of conflict with the provns:ons of these
Regulations. :

Article 5.- Amendments.

1. The Board of Directors may amend these Regulations upon the proposal of
its Chairman, of one-third of the Directors, or of the Audit and Compliance
Committee, with the proposal to be accompanied by a description of the
reasons for and the scope of the amendment sought. In all cases, the Audit
and Compliance Committee shall prepare a report on the proposed
amendment for submission thereof to the Board of Directors of Iberdrola.

2. Notice of the Board of Directors meeting called to decide upon the above-
mentioned proposal shall be given not less than fifteen (15) days in advance .
of such meeting, and shall be accompanied with the entire text of the -

. proposed amendment, a description of the reasons for the amendmcnt, and
the report of the Audit and Compliance Committee.

3. In order to be valid, an amendment to these Regql_ation; .must:be approved
by a two-thirds majority of the Directors present in person or by proxy.

4. The Board of Directors shall give notice to the shareholders of any
amendment to these Regulations approved thereby at the next General
Shareholders” Meeting. In addition, amendments to these Regulations shall
be subject to the dissemination provisions set forth in Article Three above.

TITLE I. STRUCT URE OF THE COMPANY{S MANAGEMENT AND
MISSION OF THE BOARD

Article 6.- Structure of the Board of Directors.

Management of the Company is vested in a Board of Directors, its Chairman, an
executive committee called the Executive Committee [Comisidn Ejecutiva
Delegada], and, if any and if agreed to by the Board of. Directors, a Chief
Executive Officer [Consefero Delegado].

Article 7.- Powers of the Board of Directors.

1. The Board of Directors has the power to adopt resolutions regarding all
matters not assigned by the By-Laws or the Law to the shareholders.

2. As a general rule, the Board of Directors, which has the widest powers and
authority to manage, direct, administer and represent the Company, shall
entrust -the day-to-day management of the Company to its representative
decision-making bodies and shall focus its activity on the general duty of
supervision and on consideration of those matters which are of particular
importance to the Company.

3. Those powers reserved by law or the By-Laws for direct exercise by the
Board of Directors may not be delegated.
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4. Without prejudice to the legal powers, if any, of delegation and proxy-
-granting for the implementation of any particular resolutions adopted, the
Board of Directors shall directly exercise the following powers, acting upon .
its own initiative or at the proposal of the corresponding internal decision-
making body:

a) Draw up the Company’s Annual Financial Statements, Management
Report and Proposal for the Allocation of Profits or Losses, as well as
the consolidated Financial Statements and Management Report and the
financial information that the Company must periodically make public
due to its status as listed company, ensuring that such documents provide
a true and fair view of the assets and liabilities, the financial condition
and the operatmg income of the Company, pursuant to apphcable legal

" provisions. .

b) Designate Directors to fill vacancies by interim’appointment and propose:
to the shareholders the appointment, ratification, re-election’ or remova]
of Directors. -

c) Designate and renew internal positions within the Board of Directors and
the members of and positions on the Commitiees established within the
Board. ’

d) Set, pursuant to the By-Laws and within the limits established therein,
the compensation policy and the compensation of Directors, after a
report of the Nominating and Compensation Committee. In the case of -
executive Directors, the Board of Directors shall fix the additional
compensation for their executive duties and other terms and conditions to
which their contracts must be subject.

. €) Approve the appointment and removal of senior managers of the
Company, as well as set the compensations or indemnifications, if any,
payable to them in the event of removal, all at the proposal of the Chief
Executive Officer, if any, and with the report of the Nominating and
Compensation Committee. For such purposes, senior managers shall be

. the managers that report directly to the Board of Directors or to the Chief
Executive Officer of the Company and, in all cases, the Director of the
_Internal Audit Area.

f) Approve the compensation policy as well as the basic terms and
. conditions of the contracts with the Company's senior managers, based
on the proposal of the Chief Executive Officer, if any, which shall be
submitted to the Board by the Nominating and Compensation
Committee.

g} Prepare the dividend policy and submit to the shareholders at the General
_Shareholders’ Meeting the corresponding proposed resolutions regarding
the allocation of profits or losses, as well as decide upon the payment of
interim dividends.
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h) Enter into strategic alliances with domestic or 'f'oreign industrial,
commercial or financial groups. :

i) Approve the disposition of substantial assets of the Company and, in
general, all kinds of investments or transactions which are strategic in
nature due to the large amount or special characteristics thereof,
including industrial, commercial or financial transactions which are
particularly significant or risky to Iberdrola, establishing, if applicable,

* the Company’s position with réspect to the companies that are members
of the Iberdrola Group régarding the aforementioned matters -and
transactions, without prejudice to the powers of the shareholders at the
General Shareholders’ Meeting.

j) Approve mergers, consolidations, split-offs or concentrations affecting
any of the relevant compames which are members of the Iberdrola
Group. .

k) Adopt resolutions regarding the creation or acquisition of interests in
special purpose entities. or entities registered in countries or territories
regarded as tax havens, .as well as any other transactions or operations of
-a similar nature that, due to the complexity thereof, might detract from
the transparency of the Iberdrola Group

1) Decide upon proposals submitted to it by the Executive Committee, the
Chief Executive Officer or the Committees of the Board of Directors.

m) Declare its position regarding the submission of all terider offers for the
Company’s securities. .

n) Propose to the shareholders the amendments of the Regulations for the
General Shareholders’ Meeting it deems appropriate in order to enhance
the operation thereof and the exercise of shareholder rights.

0) Approve and amend, pursuant to the provisions thereof, the Regulations
of the Board of Directors governing its internal orgamzanon and
operation.

p) Prepare the annual corporate governance report, as well as the
sustainability or annual report. :

q) Call the General Shareholders’ Meeting.

r) Camy out resolutions approved by the sharcholders at the General
Shareholders’ Meeting and perform any duties that the shareholders have
assigned to it.

s) Defing the structure of gei:leral powers of the Company to be granted by
the Board itself or by the representative management decision-making
bodics mentioned in the second sub-section of this Article.

1) Make decisions regarding any other matter within its authority which, in
the judgment of the Board of Directors, is deemed to be in the interests
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of the Company or which these Regulations reserve to the Board asa
whole.

5. The Board of Directors shall submit the following transactions to a decision
by the shareholders at the General Shareholders” Meeting:

a) The transformation of the Company into a holding: company, through
“subsidiarization” or the assignment to dependent entities of core
activities theretofore carried out by the Company, even though the
Company retains full control of such entities.

b) Transactions for the acquisition or disposition of essential operating
assets when they entail an actual modification of the corporate purpose.

¢) Transactions the effect of which is tantamount to hqmdatmg the
Company.

6. The Board of Directors, within the scope of its authority relating to the
general duty of supervision, acting on its own initiative or at the proposal of
the appropriate internal decision-making body, shall also-deal with the
matters set forth below (as an example only):

a) Prepare the Company’s strategy and general lines of policy, draft
programs and state objectives in order to carry out all business activities
included in the corporate purpose. Specifically, the Board of Directors
shall approve: (i) the annual budget; (ii) the investment and financing
policy; (iii) the definition of the structure of the Iberdrola Group and the
coordination, within legal limits, of the overall strategy of such Group in
the interests of the Coempany and of the companies belonging thereto;
(iv) the corporate govermance policy; -(v) the corporate - social
responsibility policy and (vi) the policy to be adopted by the Company in |
connection with treasury stock and, especially, the limits thereto.

b) Promote and supervise the management of the Company, as well as the
fulfillment of established objectives.

c) Establish the risk control and management policy, identify the principal

risks to the Company and organize appropriate internal monitoring and

" information systems, as well as carry out a periodic monitoring of such
systems. '

d) Set the foundations of the corporate organization in order to ensure the
greatest efficiency thereof and effective supervision by the Board of
Directors.

e) Set policy regarding the provision of information to shareholders and to
the markets in general under the standards of transparency and
" truthfulness of the information.

7. In connection with such matters mentioned in this Article as it may be
" appropriate, the Board of Directors shall’ act in coordination with the
companies forming part of the Iberdrola Group, acting for the common
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benefit and in the common interest of the Company and of the companies
forming part of its Group.

Article 8.- Corporate Interests.

l

The Board of Directors shall perform its duties with a unity of purpose and
independent judgment, affording equal treatment to all shareholders in
furtherance of the corporate interests, which shall be understood to mean the
common interests of all the shareholders and which shall not prevent
consideration of other lawful public or private interests that converge in the
development of any business activity, particularly those of the employees.
In this context, regard shall be paid to the optimization, in a sustained
fashion, of the financial value of the Company as an interest common to all
the shareholders, and therefore, as a standard that is to govern at all times the
action taken by the Board of Directors and its representative decision- -

. making bodies. In addition, the Board of Directors shall ensure that in its

‘relations with other stakeholders, the Company abides by laws and

regulations, fulfills in good faith its obligations and contracts, observes the
usage and good practices of the industries and territories in which it carries
out its business and complies with any other social responmb:hty standards
to which it has voluntarily adhered.

" By way of application of the above-mientioned standard, the Board shall

formulate and review the business and financial strategies of the Company, -
and shail establish a reasonable balance between the proposa]s selected and
the nsks assumed. - -

In the area of corporate organization, the Board shall take such measures as
are required to ensure:

a) That both the Executive Committee and the Chief Executive Officer
pursue the creation of value for the shareholders and have appropriate
" means to do so.

b) That both the Executive Committee and the Chief Executive Officer
remain under the effective supervision of the Board.

¢) That no person or small group of persons enjoys decision-making power
which is not subject to checks and balances.

- d} That the strategies for the coordination of relations between the

Company and the companies which are members of the Iberdrola Group
are established and reviewed on an ongoing basis in order to obtain the
greatest possible advantage for the benefit of both the Company and such
companies.

TITLE II. COMPOSITION OF THE BOARD

AAriicle 9.- Number of Directors.

1.

The Board of Directors shall be composed of a minimum of nine (9)
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Directors and a maximum of twenty-one (21), who shall be appointed at the
-General Shareholders Meeting, subject to apphcable legal and by-law
provisions.

2. The determination of the number of Directors shall be the purview of the
shareholders acting at the General Shareholders’ Meeting, for which purpose
the shareholders may establish such number either by express resolution or
indirectly, through the filling or non-filling of vacancies or the appointment
or non-appointment of new Directors within the minimum and maximum
numbers mentioned in the paragraph above, Notwithstanding the foregoing,
the Board of Directors shall submit a proposal at the General Shareholders’
Meeting setting forth the number of Directors that, in view of the
circumstances affecting the Company and taking into account the maximum
and minimum numbers established in the p’aragraph above, best suits the

 Good Governance recommendations with a view to ensuring a proper degree

"~ of representanon and the effective operation of the Board

The foregomg shall be deemed to be without prejudice to the right of g
* proportional representation to which the shareholders are entitled under the .
“provisions of the Companies Law.

Article 10.- Types of Directors.
1. The following shall be deemed:

. a} .Executive Directors: those. Directors who perform senior management .
duties or are employees of the Company or its Group.

. b) Extemnal Proprietary Directors (representing a major shareholder): those
Directors: (i) who own a shareholding interest that is greater than or
equal to five (5%) percent of the share capital, or who have been’
appointed owing to their status as shareholders, although their
shareholding interest does not reach such amount; or (ii) whose
appointment has been proposed to the Company by shareholders of the
type described in the preceding letter (i).

For purposes of the definition above, it shall be deemed that a Director
has been proposed to the Company by a shareholder when: (i) he has’
" been appointed through the exercise of the right to representation; (ii) he
is a director, senior manager or employee of, or-a non-sporadic provider
~ of services to, such shareholder or companies forming part of its own
group, (iii) the corporate documents show that the sharcholder accepts
that the Director has been appointed by it or represents it; (iv) he is the
spouse of, a person related by a like relationship of affection to, or a
relative up to the second degree of kinship of, a significant shareholder.

¢) External Independent Directors: -those Directors who, having been
appointed because of their personal and professional qualities, may carry
out their duties without being conditioned by relationships with the
Company, its significant shareholders or its managers.

NOTICE. This document is a translation of a duly approved Spanish-Janguage document, and is provided
for informational purposes only, In the event of sny discrepancy between the text of this translation and
the text of the original Spanish-language document which this transtatioe is intended to reflect, the text of
the onginal Spanish-language docurnent shall prevail.




No. 82-03382

d) Other External Directors: those external Directors who do not have status
as proprietary or independent Directors.

. The following persons may not be appointed as independent.Directors:

a) Those who have been employees or executive directors of companies that
are members of the Group, unless three (3) or five (5) vears, respectively,
have passed since the end of such relationship.

b) Those who receive from the Company, or from its Group, any amount or
benefit other than as Director compensation, unless such amount or
benefit is not significant. -

. For purposes of this sub-section, the dividends or pension supplements
received by the Director because of his prior professional or employment
relationship shall not be taken into account, so long as such supplements
are unconditional in nature and therefore the company paying them may
not suspend, modify. or revoke the accrual thereof at its discretion other
than on the grounds of noncompliance with obligations.

c¢) Those who are, or have been-during the last three (3) years, partners of
the external auditor or responsible for the auditor’s report, whether in
connection with the audit of the Company or of any other company
within its Group during such period.

&) Executive directors or senior managers of another company in which an
executive Director or senior manager of the Company is an external
Director.

e) Those who hold, or have held during the last year, a significant business
relationship with the Company or with any company within its Group,
whether in their own name or as a significant shareholder, director or
senior manager of an entity that holds or has held such relationship. -

The relationship entailed by the provision of goods or services, including
those of a financial nature, and advisory or consultancy relationships
shall be deemed to be business relationships.

f) Significant shareholders, executive directors or senior managers of an
entity that receives, or has received during the last three (3) years,
significant donations from the Company or its Group.

Those who are mere trustees of a foundation receiving donations shall
not be deemed included in the provisions of this letter.

g) The spouse of, persons related by a like relationship of affection to, or
relatives up to the second degree of kinship of, an executive Director or
senior manager of the Company.

h) Those who have not been proposed, whether for appointment or renewal,
by the Nominating and Compensation Committee. :
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i) Those who, with respect to a significant shareholder or a shareholder
represented on the Board, are subject to any of the circumstances
mentioned in letters a), €), f) or g) of this sub-section. In the case of the
kinship relationship mentioned in letter g), the limitation shall apply not
only to the shareholder but also to its proprietary directors in the
affiliated company.

Proprietary Directors who cease to have such status as a result of the
shareholder which proposed their appointment selling its interest may only
be re-elected as independent Directors when the shareholder which has
proposed their appointment has sold all of its shares in the Company:

A Director who has a shareholding interest in the Company may have the
status of independent Director provided that he satisfies all of the conditions
established in this sub-section and, in addition, his interest is not significant.

3. The Board of Directors shall be composed such that the external or non-
executive Directors, with the presence of the. independent Directors,
represent a majority over the executive Diréctors. This is a ‘mandatory
instruction for the Board of Directors itself, which must follow it in the
exercise of its powers to propose appomtments of Directors to the
shareholders and to make interim appointments of Directors to cover
vacancies, and merely constitutes guidance for the shareho]ders

4. The Board of Directors shall endeavor to ensure that the number of executive
Directors is the necessary minimum, taking.into account the complexity of -
the corporate Group and the percentage interest held by executive Directors
in the capital of the Company, and that the number of independent Directors

-accounts for at least one-third of the total number of Directors. In addition,
regarding external Directors, the relation between the number of proprietary
Directors and the number of independent Directors shall reflect, as far as
possible, the ratio of the Company’s voting capital pursuant to the provisions
of Article Twenty-Nine of the By-Laws represented by proprietary Directors
to the rest of the capital. The Board of Directors shall take these guidelines
into account in the ¢xercise of its powers to make proposals for appointment
or re-election at the General Shareholders’ Meeting and to make interim
appointments to fill vacancies.

5. The status of each Director shall be explained by the Board to the
shareholders at the General Shareholders® Meeting at which the appointment
thereof must be made or ratified, and shall be confirmed or, if applicable,
revised annually in the annual corporate govemance report after verification
by the Nominating and Compensation Committee.

TITLE II. APPOINTMENT AND WITHDRAWAL OF DIRECTORS

Article 11.- Appointment of Directors.

1. The Directors shall be appointed by the shareholders acting at the General
Sharcholders” Meeting pursuant to the provisions of the By-Laws and the
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Companies Law.

2. The proposals for appointment of Directors that the Board of Directors
submits to a decision by the shareholders acting at a General Shareholders’
Meeting, and the decisions made by the Board in the exercise of the legally-
assigned power to make interim appointments to fill vacancies, shall be
preceded by the corresponding proposal of the Nominating and
Compensation Committee, which must assign the new Director to one of the
categories conternplated in thcse Regulations.

3. When the Board deviates from the proposals of the Nominating and
Compensation Committee, it shall give reasons for so actjng and shall record
such reasons in the mmutes

4. The Company shall provide the required support for new Directors to

. become rapidly and adequately acquainted with the Company and the
‘corporate governance rules thereof, for which purpose it may establish
guidance programs. In addition, the Company may establish, when the
circumstances make it advisable, updalc training programs almed at the -
Directors.

Articlé 12.- Incompatibilities.
The following may not be appointed as Directors:

. a) Domestic or foreign companies competing with the Company in the energy -
industry, or the directors or senior managers thereof,

b) Persons serving as directors in more than four (4) companies with shares
trading on domestic or foreign securities exchanges.

c) Persons who, during the two (2) years prior to their appointment, have
occupied high-level positions in the government which are incompatible
with the simultaneous performance of the duties of a director of a listed
company under national or autonomous community legislation, or positions
of responsibility with entities regulating the energy industry, the secuntles
markets or other industries in which the Company operates.

d) Persons who are under any other circumstance of incompatibility or
prohibition governed by provisions of a general nature.

Article 13.- Designation of Directors.

The Board of Directors (and the Nominating and Compensation Committee
within its area of authority) shall endeavor to ensure that the candidates
proposed to the shareholders at the General Shareholders’ Meeting for their
appointment as Directors, and the Directors directly appointed by the Board to
fill vacancies in the exercise of its power to make interim appointments, shall be
persons widely recognized for their expertise, competence and experience, and
shall be particularly rigorous in connection with the selection of those persons
‘who are to hold office as independent Directors.
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For such purposes, in the case of a Director that is a legal entity, the individual
representing it in the performance of the duties inherent in the position of
Director shall be subject to the requirements of expertise, competence and
experience mentioned in this Article and shall be personally bound by the duties -
of a Director set forth in these Regulations.

Article 14.- Term of Office.

1. The Directors shall serve in their positions for a term of five (5) years, so
long as the shareholders acting at a General Shareholders’ Meeting do not
resolve to remove or dismiss them and they do not resign from their position.

2. Directors may be re-elected to one or more terms of five (5) years.

_ 3. Vacancies which occur may, pursuant to Law, be filled by the Board of

Directors on an interim basis until the next General Shareholders’ Meeting,
whereat the shareholders shall confirm the appointments or elect the persons
who should replace Directors which are not ranﬁed or it shall withdraw the
vacant positions.

Article 15.- Re—election of Directors.

1. The proposals for re-election of Directors that the Board of Directors
resolves to submit to the decision of the shareholders at the General
Shareholders’ Meeting shall be subject to a formal process of elaboration,
which shall include a proposal issued by the Nominating and Compensation
Committee containing an analysis of the quality of the work performed and
the dedication to the position shown by the proposed Directors during the
preceding term of office.

~ 2. The Directors sitting on the Nominating and Compensation Committee shall

be evaluated by the Committe¢ itself for such purpose, and each of them
shall abstain from partmpatmg in the debate and voting that may affect
them. -

3. The Chairman, Vice-Chairmen and, if applicable, the Secretary and Vice-
Secretary of the Board of Directors who are re-elected as members of the
Board by the shareholders acting at a General Shareholders” Meeting shall
continue to perform the duties they previously held within the Board,
without the need for a new election and without prejudice to the Board of
Directors’ power of revocation with respect to such positions.

Article 16.- Resignation and Withdrawal of Directors.

1. The Directors shall cease to hold office upon the expiration of the term of
office for which they have been appointed and when it is so resolved by the -
shareholders at a General Shareholders’ Meeting in the exercise of the
powers granted to them by law or the By-Laws.

2. The Directors shall tender their resignation to the Board of Directors and
" formally resign from their position in the following cases:
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a) When they reach the age of seventy (70). The Director shall cease to act
as such and shall vacate office at the first meeting of the Board of
Directors that is held following the General Sharcholders® Meeting at
which the shareholders approve the financial statements for the fiscal
year during which the Director reaches the above-mentioned age.

The content of this sub-section shall be communicated to all individuals

or legal entities who are designated as Directors, and the express and
" formal acceptance thereof by any person who is to be proposed as a

Director or to fill any position on the Board shall be a condition

precedent for the Board itself to propose the appointment of such person.

In the event that legal entities are to be designated, the terms of this sub-

section shall be deemed accepted by the individuals that are designated
. as their representatives.

. b) When they are i:nvdlved_ in any circumstance of incompatibility or
- prohibition governed by provisions of a general nature or set forth in
Article Twelve of thcse Regulatlons of the Board of Directors.

c) When, as a result of any acts attnbutab]e to the Director in his capacity
as such, serious damage is caused to the value of the Company or the
Director ceases to deserve the commercial and professional respect
required to be a Director of the Company.

d) When they are seriously reprimanded by the Board of Directors because
they have breached their dutiés as- Directors and such reprimand is
approved by a two-thirds majority of the Directors at the proposal of the
Audit and Compliance Committee.

€) When their continuance in office on the Board may jeopardize the
interests of the Company or when the reasons why the Director was
appointed cease to exist and, in any case, when a proprietary Director
transfers his shareholding in the Company or when the shareholder
which proposed his appointment to the Company sells its entire
shareholding interest,

f) When an independent Director is affected, at any time following his
appointment as such, by any of the prohibitions to hold office provided
for in section two of Article Ten of these Regulations.

The resignation provisions set forth in letters €) and f) above shall not apply
when the Board of Directors believes that there are reasons which justify the
Director’s continuance in office, without prejudice to the effect that the new
supervening circumstances may have on his classification.

. In the event that an individual representing a legal entity acting as Director
falls under any of the circumstances set forth in section two above, such
individual shall be disqualified from acting as a representative thereof.

. The Board of Directors may propose the withdrawal of an independent
Director before the passage of the period provided for in the By-Laws only
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upon sufficient grounds, evaluated by the Board after a report of the
Nominating and Compensation Committee, specifically in the event of
noncompliance with the duties inherent in his position or when such Director
has subsequently become subject to any of the prohibitions set forth in
section two of Article Ten of these Regulations. Such withdrawal may also
be proposed as a consequence of public tender offers, mergers or other
similar corporate transactions resulting in a significant change in the
structure of the Company’s capital.

Article 17.- Debate and thlng

The Directors affected by proposals for appomtment or re-electlon to or
dismissal from office shall abstain from participating in the debate and voting on
such matters. .

TITLE IV INTERNAL POSITIONS AND COMMITTEES OF THE
BOARD

VSecﬂon 1. Internal Positfons on t}_ng Board .'of l_)irectors

Article 18.- Chairman of the Board of Direi:tors:;":_

1. The Chairman of the Board of Directors shall be appointed from among the
Directors and shall be considered the President of the Company and of all of
the management decision-making bodies thereof of which the Chairmanisa
member, which he shall permanently represent with the broadest powers,
having a duty to carry out its resolutions and the power, in urgent cases, to

_adopt such measures as the Chairman deems advisable in the interests of t.he
Company.

"2, The Chairman, who holds the senior management of the Company and is the

representative thereof, shall exercise the following powers in addition to the
powers conferred by the By-Laws and the Law:

a) To call and preside over meetings of the Board of Directors and the
- Executive Committee, setting the agenda for the meetings and directing
the discussion and debate.

b) To preside over the General Shareholders Meeting and direct the
discussion and debate therein.

c) To bring to the Board those proposals which the Chairman deems
appropriate for the efficient running of the Company, particularly those
corresponding to the operation of the Board itself and other corporate

. decision-making bodies, as well as to propose the persons who shall hold .
office as Vice-Chairman, Chief Executive Officer, Secretary and, if
“applicable, Vice-Secretary of the Board.

d) To represent the Company before pubhc entities and any industry or
employers’ bodies.
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3. The Board of Directors may appoint one or more Honorary Chairmen of the
Company.

' Article 19.- Vii:e-Chairman or Vice-Cﬁairmen.

1. The Board, at the proposal of its Chairman and after a report of the
Nominating and Compensation Committee, may elect from among the
Directors one or more Vice-Chairmen, who shall replace the Chajrman in the
event of absence, sickness or disability.

2. If there is more than one Vice-Chairman, the person replacing the Chairman
shall be the Vice-Chairman that is expressly appointed by the Chairman; in
default of the foregoing, the Vice-Chairman having the longest length of
service and, if equal lengths of service, the oldest; and if there is no Vice-
Chairman, the longest-serving Director and, in case of equal lengths of -
service, the oldest. :

3. If the Chairman of the Board is also the Chief Executive Officer of the

. Company, the Board of Directors shall give powers to two mdependent_

* . Vice-Chairmen so that, acting jointly, they may coordinate and hear-the - .
concerns of the external Directors and request the Chairman to call a-meeting

. of the Board of Directors when they deem fit. Absent the appointment of
either or both of the independent Vice-Chairmen, the duties referred to in
this paragraph shall be exercised: (i) in the first case, by the Vice-Chairman
and the Director appointed by the Board of Directors and (ii) in the second
case, by two Directors appointed by the Board of Directors for such purpose,
which Directors, in both instances, must be independent Directors,

Article 20.- Chief Executive _Officer.

1. The Board of Dircctors may, acting upon a proposal of the Chairman and
following a report of the Nominating and Compensation Committee, and
with the favorable vote of two-thirds of the Directors, appoint a Chief
Executive Officer from among the Directors, with the powers it deems
appropriate and which may be delegated pursuant to the provisions of the
By-Laws and the Law, with due regard being paid to the standard set forth in
paragraph two of Article Seven hereof.

2. The Chief Executive Officer may propose to the Board of Directors, for its -
approval after a report of the Nominating and Compensation Committee, the
definition and reorganization of the Company’s ‘management structure, the
appointment and removal of senior managers, as well as the compensations
or indemnifications, if any, payable thereto in the event of removal.
Moreover, the Chief Executive Officer may propose to the Nominating and
Compensation Committee, for submission thereby to the Board of Directors,
the compensation policy as well as the basic terms and conditions of the
contracts with the senior managers of the Company.

‘3. The position of Chief Executive Officer entails the power to represent the
Company in court and out of court, acting individually.
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4. In the event of a vacancy in the office or sickness or disability of the Chief
Executive Officer, the duties and responsibilities thereof shall be temporarily
assumed by the Chairman, who shall immediately call the Board to hold a
meeting in order to deliberate and' resolve upon the appointment, if
appropriate, of a new Chief Executive Officer. In the event that the same
person holds office as Chairman and Chief Executive Officer, -the
replacement provisions set forth in Article Nineteen above shall apply.

5. The Chief Executive Officer shall cease to hold office as such upon reaching
the age of sixty-five (65), without prejudice to his continuance in office as
Dlrector

Article 21.- Secretary and Vlce-Secretary of the Board and Corporate
Counsel.

1. At the proposal of the Chairman, and after a report of the Nominating and
Compensation Committee, the Board of Directors shall appoint a Secretary
and, if appropriate, a Vice-Secretary, who need not be Directors. The same
procedure shall be used to decide the withdrawal of the Secretary and, if
applicable, the Vlce-Secretary

2. If there is a Vlce-Secretary, such person shall, in the absence of the
Secretary, attend the meetings of the management decision-making bodies.
In the absence of the Secretary and the Vice-Secretary, the Director
appointed by the Board from among those attcndmg the meeting in questlon
shall act as such. :

3. The Secretary of the Board. of Directors shall have the followmg duties in
addition to those assigned thereto by the By-Laws and the Law:

a) Keep custody of the corporate documents, duly record the proceedings of
meetings in the minute books, and attest to the resolutions adopted by the
collective management decision-making bodies.

b) Ensure the formal and substantive legality of all action taken by the
Board of Directors and compliance with regulations and by-law
provisions, and ensure observance of the principles or standards of
corporate governance of the Company and the provisions of these
" Regulations of the Board of Directors.

c) Verify' compliance with orders of regulatory entities, and that the
- recommendations thereof, if any, are taken into consideration.

d) Generally act as a channel in relations between the Company and the
Directors in connection with all matters relating to the operation of the
Board of Directors, in compliance with the Chairman's instructions.

e) Process all requests from the Directors regarding the information and
documentation of those matters that fall within the purview of the Board
of Directors.

f) Act as Secretary of the Executive Committee.
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g) Actas Secretary for the General Shareholders’ Meetiné.

4, The Secretary or the Vice-Secretary, if any, may also serve as General
Secretary, if so resolved by the Board of Directors, in which latter capacity
the Secretary or Vice-Secretary shall be accountable to the Chief Executive
Officer and . shall contribute to the integration, coordination and
consolidation between the Company and the companies forming part of the
Iberdrola Group.

5. In addition, the Board of Directors shall appoint a Corporate Counsel if such
position is required under applicable law. The Secretary or the Vice-
Secretary, if any, may perform the duties of Corporate Counsel if they are
attorneys-at-law and satisfy the other requirements established by applicable
law and it is so determined by the Board of Directors.

Section 2. Committees of the Board of Directbrs

Article 22. Committees of the.Boar& of Directors,

1. The Board of Directors shall create and maintain, on a permanent basis, an
Executive Committee, an Audit and Compliance Committee, and a
Nominating and Compensation Committee. These Committees shall be
composed in such manner and shall have such duties as are described below.

2. The Board of D1rect0rs may also create other Committees or Commissions
of purely internal scope, with such powers as determined by the Board of
Directors. The Chairman, the Secretary and the remaining members of such
Committees and Comrmssnons shall be appomted by a simple majority of the
Directors.

3. The Chairman of each Committee shall inform the Board of Directors of the
activities performed and the resolutions adopted by it, and the Board may
make any and all suggestions or recommendations that it deems advisable,

4, The Committees shall be governed by their own specific rules and
regulations approved by the Board of Directors, supplemented by the
operating rules set forth in these Regulations as applicable to the Board of
Directors, insofar as they are compatible with the nature and duties of each
Committee.

Article 23.- Executive Committee,

1. There shall be an executive committee permanently operating as the
representative of the Board of Directors, which committee shall be called the
Executive Committee, and which shall have all of the powers inherent to the
Board of Directors, unless otherwise determined by the Board of Directors
and except for those powers that may not be delegated pursuant to legal or
by-law restrictions. The Executive Committee shall be composed of the
Directors designated by the Board by favorable vote of two-thirds of the
Directors, and renewals shall occur at the times, in the manner and in the
number determined by the Board of Directors, which shall also establish
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rules for the operation thereof.

2. The Executive Committee shall be composed of the number of Directors
decided by the Board, with a minimum of five (5) Directors and a maximum
of eight (8). In all cases, the Executive Committee shall include the
Chairman of the Board of Directors, who shall preside over meetings of the
Executive Committee, the Vice-Chairman or Vice-Chairmen, and the Chief
Executive Officer, if any. The Secretary of the Board of Directors and, in
the absence thereof, the Vice-Secretary of the Board of Directors, and in the
absence of both, the Director appointed by the Executive Committee among
those who sit thereon and are in attendance at the meeting in- question, shall
act as Secretary of the Committee. The Company shall endeavor. to ensiire
that, to the extent possible, the structure of participation of the various
categories of Directors in the Executive Committee, excluding executive
Directors, is similar to that in the Board of Directors. . '

3. The Directors sitting on the Executive Committee shall continue to hold
office for so long as they remain Directors, and their renewal as Directors
sitting on such Executive Committee shall occur at the same time as their re-
election as Directors and without prejudice to the Board of Directors’ power
of revocation. ' ' o

4. The Executive Committee shall meet at least two (2) times per month and as
many other times as deemed appropriate by the Chairman; who may also
suspend one or more of the ordinary meetings when deemed appropriate in
the sole judgment of the Chairman. In addition, it shall meet when so -
requested by two (2) of the Directors sitting on the Committee. The
Executtive Committee shall deal with all matters within the power of the

" Board which, in the sole judgment of the Committee, should be resolved
without further delay, excepting only the preparation of the financial
statements, the presentation. of the balance sheets at the General
Shareholders” Meeting and those powers which are given by the
shareholders to the Board without the power of delegation.

5. Resolutions of the Executive Committee shall be adopted by majority of the
Directors sitting on the Committee who are present at the meeting in person
or by proxy. In the event of a tie, the Chairman shall have the tie-breaking
vote. '

6. The Executive Committee shall inform the Board of Directors, at the next
meeting thereof following the meetings of the Committee, of the matters
dealt with and the resolutions adopted by it during its sessions.

7. The provisions of these Regulations regarding the operation of the Board of
Directors shall apply to the Executive Committee, to the extent that they are
not incompatible with the nature thereof.

Article 24. Audit and Compliance Committee.

1. The Board of Directors shall create a permanent Audit and Compliance
Committee, which shall be composed of a minimum of three (3) Directors
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and a maximum of five (5) Directors appointed by the Board of Directors
from among the external Directors who are not members of the Executive
Committee. The Audit and Compliance Committee shall have a Chairman,
who shall necessarily be one of the independent Directors, and a Secretary
appointed by the Board of Directors from among the members of such
Committee.

. The Board of Directors shall endeavor to ensure that the members of the

Audit and Compliance Committee, and especially the Chairman thereof,
have such background knowledge and experience in accounting, audit or risk
management matters as is required by the duties they are called upon to
perform, provided, however, that they need not be experts in these fields.

The members of the Audit and Compliance Committee shall carry out their
duties for a maximum of four (4) years, and may be re-elected. The position -

. of Chairman shall be held for 2 maximum period of (4) years, after which

. period such person may not be re-elected until the passage of one year from
. ceasing to act as such, without prejudice to such person contmumg or bemg
: re-clected as a member of the Committee.

3. In _all events, the Audit and Compliance Committee shall have the powe'r to:

- a} Report to the General Shareholders’ Meeting with respect to matters

raised therein by shareholders regarding its powers.

b) Propose appointments of the Company’s Auditors to the Board. of
Directors for submission to the General Shareholders’ Meeting.

- ¢} Supervise the management of the Internal Audit Area, which will be

functionally controlled by the Chairman of the Audit and Compliance
. Committee. :

d) Know the process for gathering financial information and associated
systems for monitoring risks relevant to the Company.

€) Receive information from the Auditors regarding matters that might risk
the independence thereof which are related to the auditing procedure and
generally regarding any other information provided for in legislation
regarding the auditing of financial statements and in the technical
auditing regulations in effect at any time.

f) Report in advance on the Company’s annual corporate governance report
and ensure compliance with legal requirements and those of the Codes of
Ethics or Professional Conduct and Good Governance adopted by the
Board of Directors.

g) Inform the Board of Directors in advance regarding (i) all matters within
" its area of authority provided for in Title VIII of these Regulations and
(ii) the financial information that the Company must periodically make
public due to its status as listed company. In this regard, the Committee
shall make sure that the interim financial “statements are prepared in
accordance with the same accounting standards as the annual financial
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statements and, for such purpose, it shall consider the suitability of
limited review by the external Auditor.

h) Report to the Board of Directors, prior to the adoption by it of the
corresponding decision, regarding the creation or acquisition of interests
in special purpose entities or entities registered in countries or territories
regarded as tax havens, as well as any other transactions or operations of
a similar nature that, due to the complexity thereof, might detract from
the transparency of the Iberdrola Group.

i) Exercise such other powers, if any, as may be assigned to it by the By- '
Laws, these Repgulations or the Board of Directors.

4. For purposes of the operation of the Committee, it shall meet as many times
as its Chairman deems necessary for the fulfillment of its obligations, and at
least four (4) times per year, or when requested by at least one-half of its
members. Meetings of the Committee shall be validly held when one-half
plus one of its. members-are present in person or by proxy, and shall adopt
resolutions by majority of the members present in person or by proxy. In the
event of a tie, the Chairman shall have the tie-breaking vote. -

5. The Audit and Compliance Committec shall submit for approval of the
Board of Directors a Report of its activities during the fiscal year, which
shall thereafter be made available to shareholders and investors on occasion
of the call to the ordinary General Shareholders’ Meeting. In addition, the
Chairman of the Audit and Compliance Committee shall inform the Board of
Directors, at the next meeting thereof following the meetings of the
Commitiee, of the resolutions and significant events, if any, that have
occurred at the Committee meetings.

.6. The foregoing rules shall be developed by the Board of Directors into
comresponding Regulations, always favoring independence in the operation
of such Committee.

Article 25. Nominating and Compensation Committee,

l. The Board of Directors shall create a permanent Nominating and
Compensation Commitice, which shall be an intemal informational and
consultative body without executive powers, and which shall have the
information, advisory and proposal-making powers within its scope of action
as set forth in section five of this Article.

2, The Nominating and Compensation’ Committee shall be composed of a
- minimum of three (3) Directors and a maximum of five (5), appointed by the
Board of Directors from among the external Directors, and the majority of
the Directors sitting on the Committee shall be independent Directors. The
Board of Directors shall also appoint the Chairman thereof from among the
members of such Committee, who shall necessarily be one of the
independent Directors, as well as its Secretary, who need not be a Director,

at the proposal of the Nominating and Compensation Committee.
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3. The Board of Directors shall endeavor to ensure that the Directors sitting on
the Nominating and Compensation Committee have the background
knowledge and experience required by the duties they are called upon to
perform.

4, Unless otherwise decided by the Board of Directors, the Directors sitting on
the Nominating and Compensation Committee shall hold their positions for
so long as they remain Directors of the Company. Renewal and re-election
to and withdrawal from office of the Directors sitting on the Committee shall
be governed by resolution of the Board of Directors.

5. The Nominating and Compensation Committee shall have the power to
supervise the procedure for selecting the members of the Board of Directors
and senior managers of the Company (the latter at the proposal of the Chief
Executive Officer, if any), as well as to assist the Board of Directors in the

. determination and supervision of the compensation policy for such persons.
. ) In addition, within legal limits and within the framework of a policy of
it _ coordination between the interest of the Company and that of the affiliated
AT s companies that are part of the Iberdrola Group, -the Committee shall become
apprised and, if appropriate, shall inform the Board of Directors, of the
selection and appointment of and the compensatlon policy for Directors and

Senior Managers at the main affiliated compames

Without prejudice to the foregoing and in particular, the Nominating and
Compensation Committee shall have the power to:

a) Report on and review the criteria that should be followed in composing
the Board of Directors and in selecting candidates, defining their duties
and necessary qualifications and assessing the time and dedication
required for the proper performance of their duties. In the exercise of

- this power, the Committee shall take into account, regarding external
Directors, the relation between the number of proprietary Directors and
the number of independent Directors, such that this relation reflects, as
far as possible, the ratio of the Company’s veting capital pursuant to the
provisions of Article Twenty-Nine of the By-Laws to the rest of the
capital.

b) Bring Director designation proposals to the Board of Directors for the
interim appointment thereof to fill a vacancy or, as the case may be, for
submission of such proposals to a decision by the shareholders at the
General Shareholders” Meeting, as well as proposals for the re-élection
or removal of Directors by the shareholders at the General Shareholders’
Meeting,

¢) Propose to the Board of Directors the members who should make up
each of the Committees.

d) Examine or organize, in such manner as is deemed appropriate, the
succession of the Chairman and of the Chief Executive Officer, if any, of
the Company and, if applicable, make proposals to the Board for such
succession to occur in an orderly and well-planned fashion.
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e) Propose to the Board of Directors the system and amount of annual
Director compensation, as well. as the individual compensation of
executive Directors and other terms and conditions of their contracts, in
all cases pursuant to the provisions of the By-Laws

f) Report to the Board of Directors, prior to the adopnon by it of the
correspondmg decision at the proposal of the Chairman, regarding the
appointment and/or removal of the Vlce-Chalmlan or Vlce-Chalrmen, if
any, of the Board of Directors.

g) Report to the Board of Directors, prior to the adoption by it of the
corresponding decision at the proposal of the Chairman, regarding the
appointment and/or removal of the Secretary and of the Vice-Secretary,
if any, of the Board of Directors. .

h) Provide information to the Board of Directors regarding the appointment
and/or removal of senior managers of the Company, as well as regarding
the compensations or indemnifications, if any, that may be established in
the event of removal of such senior managers, all at the proposal of the
Chief Executive Officer, if any.

i) Submit to the Board of Directors, together with the comresponding
reports, the proposals brought to it by the Chief Executive Officer, if any,
regarding the compensation policy applicable to senior managers and the
basic terms and conditions of their contracts. -

j) Provide information regarding inccntive plans and pension supplements.

. k) Periodically review the compensation programs evaluating the adequacy
and results thereof :

) Ensure compliance with the compensation policy of the Cornpany.

m) Ensure that when new vacancies are filled or new Directors are
appointed to the Board, the selection procedures are free from any
implied bias entailing any kind of discrimination.

n) Exercise such other powers, if any, as are assigned to it by the By-Laws,
these Regulations or the Board of Directors.

. For purposes of the operation of the Committee, it shall meet as many times
as needed, in the opinion of its Chairman, to fulfill its obligations, and at a
minimum once each quarter or when so requested by at least one-half of the
Directors sitting on the Committee. The Committee shall validly meet when
one-half plus one of the Directors sitting on the Committee are present in
person or by proxy, and shall adopt its resolutions by majority vote. In the
case of a tie, the Chairman shall have the tie-breaking vote.

. The Nominating and Compensation Committee shall submit for approval of
. the Board of Directors a Report of its activities during the fiscal year. In
addition, the Chairman of the Nominating and Compensation Committee

shall inform the Board of Directors, at the next meeting thereof following the
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meetings of the Committee, of the resolutions and significant events, if any,
that have occurred at the Committee meetings.

.'ihe foregoing rules shall be developed by the Board of Directors into -

corresponding Regulations of the Committee.

TITLE V. OPERATION OF THE BOARD

Article 26.- Meetings of the Board of Directors.

1.

The Board of Directors shall meet with. the frequency it deems appropriate,
but at least once a month unless the Chairman, in his sole judgment, deems it
appropriate to suspend any of such sessions. The Board of Directors shall
evaluate, on an annual basis, (i) its operation and the quality of its work, (ii)

. the performance of his duties by the Chairman of the Board and, if
~ .applicable, by the Chief Executive Officer of the Company, based on the
. . report submitted thereto by the Nominating and Compensation Committee, .. .

- and (iii} the operation of its Committees, based on the report submitted. , . ...
. thereto by such Committees. For such purpose, the Chairman of the Board = .

of Directors shall organize and coordinate with the Chairmen of the . '
Committees the evaluation by the Board,

Prior to the commencement of each fiscal year, the Board of Directors shall
set a schedule for its ordinary meetings. Such schedule may be modified by
a resolution adopted by the Board of Directors or upon a decision made by
the Chairman, who shall report the modification to the Directors not less
than five (5) days in advance of the date originally set for the meeting or of
the new date set in lieu thereof, if the latter date occurs earlier.

The Board of Directors.shall also meet when the Chairman resolves to call
an extraordinary meeting thercof, when such extraordinary meeting is
requested of it by one-fourth of the Directors, or when so requested of it by
two Vice-Chairmen entitled thereto pursuant to the provisions of Article
Nineteen sbove. In the latter two cases, the meeting shall be held within
fifteen (15) days of the request.

The call to meeting of the Board of Directors shall be carried out by letter,
fax, telegram, e-mail or any other means, and shall be authorized under the
signature of the Chairman, or under the signature of the Secretary or Vice-
Secretary by order of the Chairman. Notice of the call shall be given as -
much in advance as is necessary for the Directors to receive it not later than
the third day prior to the date of the meeting, except in the case of
emergency meetings. Excepted from the foregoing provision shall be those
instances in which these Regulations prescribe that greater notice be given.
The call shall always include the place, date and time of the meeting, the
agenda for the meeting and, if appropriate, an attachment containing any
information deemed necessary.

Without prejudice to the foregoing, extraordinary meetings of the Board of
Directors may be called when the Chairman deems it justified in the

NOTICE. This document is & translation of a duly approved Spanish-langusge document, and is provided
for mformationa) purposes only. In the event of any discrepancy between the text of this transkation and
the text of the original Spanish-language document which this translation is intended to reflect, the text of
the original Spanish-language document shall prevail,

22




No. 82-03382

circumstances, by teleﬁhone, fax, telegram,'e-mailr or any other means, in
- which case the requirements and formalities for a call to meeting mentioned
in the foregoing paragraphs of this Article shall not apply.

6. The Chairman shall decide on the agenda for the meeting. The Directors
may submit a request to the Chairman for the inclusion of matters in the
agenda, and the Chairman shall be required to include them when such
request has been made not less than five (5) days in advance of the date set
for the meeting.

7. Without prejudice to the foregoing, the Board of Directors shall be deemed
to have validly met without the need for a call if all of the Directors are
present and unanimously agree to hold the meeting as a plenary meeting and
to the items of the agenda to be dealt with, :

8. If no Director is opposed thereto, voting by the Board may occur in writing
without a meeting. ‘In this instance, the Directors may deliver to the
Chairman (or to the Secretary or Vice-Secretary acting on the Chairman’s
behalf) their votes and the considerations they wish to appear in the minutes,
using the same methods ‘mentioned in paragraph four above. Resolutions
adopted by this procedure shall be recorded in mmutes prepared pursuant to
the provisions of the Law. *-

9. - Technical experts, whether. they be the Company’s own in-house experts or

external, may attend Board meetings as invitees in order to provide

. assistance to the Directors when so deemed necessary by the Chairman -of
the Board of Directors.

. Article 27.- Place of Meétings.

_ 1. Meetings of the Board of Directors shall be held at the registered office of
the Company, or at such other place, either in Spain or abroad, as is
- designated in the call to the meeting.

2. Meetings of the Board of Directors may also be held in several places
connected by a conference system which permits the recoguition and
identification of the attendees, permanent communication among the
attendees regardless of their location, and participation in discussion-and the
casting of votes, all in real time. Attendees at any of such places shall be
deemed to have attended the same meeting for all- purposes relating to the
Board of Directors. The meeting shall be deemed to have been held where
the majority of the Directors are located and, if they are located in different
places in equal numbers, where the Director chairing the meeting is located.

Article 28.- Conduct of the Meetings.

1. In order for resclutions within the authority of the Board of Directors to be
valid, at least one-half plus one of the Directors must be present in person or
by proxy at the meetings at which they are adopted except in the case set
forth in paragraph five of this Article.
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2. The Directors shall use their best efforts to attend the meetings of the Board
and, when unable to attend in person, they shall attempt to give a proxy to
another Director, to whom they shall give any appropriate instructions. The
proxy granted shall be a special proxy for the Board meeting in question, and
may be communicated by any of the means set forth in paragraph four of
Article Twenty-Six above in connection with notice of the call to meetings,

3. The Chairman shall organize the debate, stimulating the participation of all
of the Directors in the deliberations of the Board.

4. In addition, the Chairman may, when so required by the circumstances,
adopt any measures necessary to ensure the confidentiality of the
deliberations and of the resolutions adopted during the meetings of the Board
of Directors.

5. Resolutions shall be adopted by a majority of votes cast in person or by
proxy, except in the following cases:

a) Permanent delegation of powers and the appomtment of Directors to
exercise such powers, which shall requlm the. favorable vote of two-
thirds of the Dn‘ectors :

b) Amendments to the Regulations of the Board of Directors, which shall
require the favorable vote of two-thirds of the Directors present at the
meeting in person or by proxy. o

6. In the event of a tie, the Chairman of the Boa’rd of Directors shall have the
tie-breaking vote.

TITLE VI. DIRECTOR COMPENSATION

Article 29.- Director Compensation.

1. The Directors shall be entitled to the compensz.ltion provided for in the By-
Laws.

2. Within the limits established in Article Fifty of the By-Laws, the Board of
Directors shall ensure that the compensation payable to the Directors is
commensurate with the compensation paid at similarly-sized companies
carrying on similar business in the market and with the same dedication to
the Company.

3. The Board of Directors shall formulate a compensation policy that will
include fixed compensation, variable compensation items {indicating the
parameters thereof and the hypotheses or objectives taken as a reference),
pension systems and the principal terms and conditions to be contained in
the contracts with executive Directors.

The Board of Directors shall prepare, on an annual basis, a report on the
compensation policy for the current fiscal year and the application of the
compensation policy in effect in the previous fiscal year, which shall be
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made available to the shareholders, in such manner as the Board deems fit,
on occasion of the call to the ordinary General Shareholders’ Meeting.

4, The Board shall ensure the transparency of the Directors’ compensation, and
for such purpose, it shall include in the Company’s report an itemized and
detailed account of all compensations received by the Directors, whether in
their capacity as such or in their capacity as managers, as the case may be, or
in any other capacity, and whether they have been paid by the Company or
by the other companies of the Iberdrola Group. :

5. In addition, the Board of Directors shall ensure that the amount of the
compensation of external Directors is such that it provides incentives to their
dedication while not risking their independence. :

TITLE VIL INFORMATION TO DIRECTORS

Article 30.- Powers of Information and Inspection.

' l. A Director shall have the broadest powers to obtain mfonnanon regardmg

* any aspect of the Company, to examine its books, records, ‘documents and
other records of corporate. transactions, to inspect its ‘facilities, and to
communicate with the senior managers of the Company.

2. The exercise of the powers of information shall first be channeled through
.the Chairman, the Chief Executive Ofﬁcer if any, or the Secretary of the
Board of Directors.

Article 31.- Assistance of Experts.

1. In order to be assisted in the performance of his duties, any Director may
request the hiring of legal, accounting, technical, financial, commercial or
- other expert advisors, whose services shall be paid for by the Company.

The assignment must deal with specific issues of certain significance and
complexity ansing during the performance of the Director’s duties.

2. The request for an expert to be hired shall be channeled through the
Chairman or the Secretary of the Board of Directors, who may subject it to
the prior approval of the Board of Directors; such approval may be denied in
well-founded instances, including the following circumstances:

a) That it is not necessary for the proper performance of the duties entrusted
to the Directors.

b) That the cost thereof is not reasonable in light of the significance of the
issues and the assets and income of the Company.

¢) That the technical assistance sought may be adequately provided by the
Company’s own experts and technical personnel.
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d) That it may entail a risk to the confidentiality of the information that
must be made available to the expert.

TITLE VII1. DUTIES OF DIRECTORS

Article 32.- General Duties of Directors.

1

In the performance of his duties, a Director shall act in good faith and with
the diligence of a prudent businessman and a faithful representative, and
shall comply with the duties prescribed by the By-Laws, these Regulations
and the Law, acting in furtherance of the corporate interests.

Without prejudice to such other duties as may be set forth in these
Regulations, a Director is specifically required to:

a)' Properly prepare the meetings of the Board and, if applicable, the
~ meetings of the Executive Committee or of the Committees of which the .
_.Director is a member, for which purposes the Director must diligently

inform himself of the runring of the Company and the matters to be .', N S

‘dlscussed at such meetings.

b) Attend the meetings of the Decision-Making Bodies and Committees of
which the Director is a member and actively participate in the
deliberations in order that the Director’s opinion may be an effective
contribution to decision-making. In the event that, due to well-founded
reasons, the Director is unable to attend a meeting of which notice has
been given, the Director shall give instructions to the Director who is to
represent him.

c) Fulfill any specific obligation which is entrusted to the Director by the

. - Board of Directors, by the Chairman of the Board or by the Chief
Executive Officer, if any, and which reasonably falls within the
Director’s scope of dedication.

d) Inquire into and give notice to the Board of any irregularities in the
management of the Company of which the Director may have had notice,
and monitor any situation of risk.

e) Propose a call to an extraordinary meeting of the Board or the inclusion
of new matters in the agenda of the next meeting to be held, in order that
deliberations may be conducted on such issues as the Director deems
advisable.

f) Oppose resolutions which are contrary to the By-Laws, the Law or the
.corporate interests, request that such opposition be recorded in the
minutes, and seek the invalidation of such resolutions. Independent
Directors and other Directors who are not affected by a potential conflict
of interest shall ensure that the Company’s interests prevail in such
situations, provided that this does not result in any unlawful damage to
any sharehoelder or third party affected thereby.
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3. The Secretary, and the Vice-Secretary, if any, of the Board shall have the
duties entrusted to Directors in these Regulations which, because of their
nature, are applicable thereto.

Article 33.- Director’s Duty of Confidentiality.

1. The Director shall keep confidential the deliberations of the Board of
Directors, of the Executive Committee or of the Committees of which the
Director might be a member and, in general, not disclose any information,
data, reports or background information to which the Director may have had
access while in office, and not use any of the foregoing for the Director’s
own benefit or for the benefit of third parties, without prejudice to the duties
of transparency and information imposed by applicable law. :

2. The Director’s duty of conﬁdentlahty shall survwe even after the Director no
longer holds such posmon :

Article 34 Duty Not to Compete

1. A Director may not be a dlrector or manager of, or provide services to,
another company whose corporate purpose is totally or partially analogous to
the corporate purpose of the Company or which is a competitor of the
Company. Excepted from the foregoing restriction are the duties that may
be performed and the offices that may be held (i) in companies belonging to
the Iberdrola Group, (ii) in companies in which the Director acts as a
.representative of the interests -of the Iberdrola Group,. (iii) in companies in
which any of the companies belonging to the Iberdrola Group has an interest
and in which the Director does not act as a representative of the interests of

- the Iberdrola Group, unless the Board of Directors, following a report of the
Audit and Compliance Committee, believes-that the Company’s interests are
jeopardized; and (iv} in those other instances in which the Board of
Directors, following a report of the Audit and Compliance Committee,
relieves the Director from observing such restriction based on the belief that
the interests of the Company are not at risk.

2. A Director who ends his term of office or who, for any other reason, ceases’
to act as such, may not be a director of, or provide services to, any entity
whose corporate purpose is analogous to that of the Company or which is a
competitor of the Company, for a term of two (2) years. The Board of
Directors may, if it deems it appropriate, relieve the outgoing Director from
this restriction or reduce it to a lesser period.

Article 35.- Conflicts of Interest.

1. A conflict of interest shall be deemed to exist in those cases in which there is
a conflict, whether direct or indirect, between the interests of the Company
or of the companies forming part of the Iberdrola Group and the personal
interest of the Director. A personal interest of the Director shall be deemed
to exist when a matter affects the Director or a Related Person.

NOTICE. This document is 8 translation of a duly approved Spanish-language document, and is provided
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For purposes of these Regulations, the fbllowing shall be deemed Related
Persons:

a) The Director’s spouse or other persons related to the Director by a like
relationship of affection.

b) The asceﬁdants, descendants or siblings of the Director or of the
Director’s spouse (or another person related to the Director by a like
relationship of affection).

¢) The spouses of the Director’s ascendants, descendants and siblings.

d) The companies in which the Director, acting personally or through a
third party, falls within any of the cases provided for in Section 4 of Law
24/1988, of July 28, on the Securities Market.

In the case of a legal entity acting as Du-ector ‘the followmg shall be deemed to
be Related Persons: S e

a) The shareholders who, in respect of. theylegal entity. acting as Director,
fall within any of the cases provided for in Section 4-of Law 24/1988, of
" July 28, on the Securities Market,. =~ - = .

b) The companies that form part of the same group, as such is defined in
Section 4 of Law 24/1988, of July 28, on the Securities Market, and the
shareholders thereof. . .

¢) The individual acting as a representative, the directors (in fact or in law),
and the liquidators of, and the representatives holding general powers of
attorney granted by, the legal entity acting as Director.

d) Those persons who, in respect of the representative of the legal entity
acting as Director, are deemed related persons pursuant to the provisions
of the preceding sub-section applicable to individuals acting as Directors.

2. Conﬂi.cts of interest shall be governed by the following rules:

a) Communication: the Director must give notice to the Board of Directors,
in the person of the Chairman or the Secretary, of any conflict of interest
in which the Director is involved.

b) Abstention: the Director shall not attend or participate in the deliberation
and voting on those matters in which the Director is affected by a
conflict of interest. Proprietary Directors shall abstain from voting on
those matters that may entaill a conflict of interest between the
shareholders who have proposed their appointment and the Company.

¢) Transparency: in the annual corporate governance report, the Company
shall report any cases of conflict of interest involving the Directors and
of which the Company is aware by reason of notice given thereto by the
Director affected by such conflict or by any other means.

NOTICE. This document is & translation of o duly approved Spanish-language document, end is provided
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"3. The provisions of this Article may be further deveio'ped into corresponding
- rules that may be made by the Board of Directors of the Company.

Article 36.- Use of Corporate Assets.

1. A Director may not use the Company’s assets or profit from the Director’s
position in the Company in order to obtain any ﬁnanclal benefit, untess
adequate cons:deranon has been paid.

2. On an exceptional basis, the Director may be relieved from the obligation to
provide such consideration, but in any such case, the financial benefit shall
be deemed indirect compensation and shall be approved by the Board
following a report of the Audit and Compliance Committee.

_ Article 37.- Non-Public Information

I. The D:rector may use: non-public mformatlon of the Company for pnvate
purposes only if the following conditions are satisfied: .

a) That such information is not applied in connection with transactions for - -
the purchase or sale of securities or financial instrurnents of the issuer to
which the information directly or indirectly refers.

b) That it does not place the Director in a position of advantage vis-3-vis
other supplicrs and clients.

"¢) That the use thereof does not cause any harm to the Company.

d) That the Company does not own proplietary rights in, or is not in a
' similar legal position with respect to, the information that the Director
wishes to use. - :

2. Additionally, the Director shall observe the rules of behavior established in
the legal provisions governing the securities and, in particular, those
contained in the Company’s “Internal Regulations for Conduct in the
Securities Markets” [ “Reglamento Interno de Conducta en los Mercados de
Valores™]. '

- Article 38.- Business Opportunities.

1. A Director may not take a business opportunity of the Company, either for
_the Director’s own benefit or for the benefit of Related Persons, unless the
investment or transaction has previously been offered to the Company, the
Company has chosen not to take advantage of it without any pressure from
the Director, and the Director has been authorized by the Board to profit
from the transaction, following a report of the Audit and Compliance
Committee.

2. For purposes of the preceding paragraph, a business opportunity shall be
~ deemed to be any possibility of making an investment or a business
transaction that has arisen or has been discovered in connection with the
Director’s performance of duties as such, or through the use of means and

NOTICE. This document is a translation of a duly approved Spanish-fanguage document, and is provided
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information belonging to the Company, or in circumstances such that it is
reasonable to behcve that the third party’s offer was in fact addressed to the
Company

3. Likewise, the Director shall not use the Company’s name and shall not
invoke his position as Director of the Company in order to carry out
transactions for the Director’s own account or for the account of Related
Persons

Article 39.- Transactions by ‘the Company with Directors and
Shareholders.

1. Any transaction by the Company or the companies forming part of its Group
: with Directors, with shareholders that own a shareholding interest that is
greater than or equal to five (5%) percent of the share capital or which have -
proposed the appointment of any of the Directors of the Company, or with
the respective Related Persons, shall be subject to the approval of the Board
of Directors, or in urgent cases, of the Executive Committee, upon a prior
favorable report of the Audit and Compliance Committee.

2. The Board of ‘Directors shall ensure, through the Audit and Compliance - -
Committee, that transactions between the Company or the companies
forming part of its Group with the Directors, the shareholders mentioned in
the preceding paragraph' or the respective Related Persons are carried out
under am’s length conditions and with due observance of the prmmple of
equal treatment of shareholders. . :

3. In the case of customary or recurring transactions in the ordinary course of
business, it shall be sufficient to give a genenic approval of the kind of
transaction and of the conditions for performance thereof.

4. However, no authorization of the Board shall be required in connection with
transactions that simultaneously satisfy the following three conditions: (i}
that they are conducted under contracts whose terms and conditions are
standardized and apply en masse to a large number of clients; (ii} that they
are conducted at prices or rates established generally by the party acting as
supplier of the goods or services in question, and (jii) that the amount thereof
does not exceed one (1%) percent of the annual income of the Company.

5. The Company shall report the transactions mentioned in this Article in the
periodical financial information to be provided on a semi-annual basis, in -
those cases and to the extent provided for by Law. Likewise, the Company
shall include in the notes accompanying the annual financial statements
information regarding the transactions by the Company or by the companies
that form part of the Iberdrola Group with the Directors and those persons
who act for the account of the latter when such transactions are conducted
other than in the ordinary course of the Company’s business or other than
under arm’s length conditions.

.6. The provisions of this Article may be further developed into corresponding
rules that may be made by the Board of Directors of the Company.

NOTICE. This document is a translation of a duly approved Spanish-lenguage document, and is provided
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Article 40.- Director’s Duty of Inl’ormation.

1. A Director shall disclose to the Company any interest that the Director may
hold in the capital of any company pursuing a business that is the same as or
similar or complementary to the business which the corporate purpose
consists of, as well as any offices held or duties performed therein and the
conduct, for the Director’s own account or for the account of another, of any
kind of business that is complementary to the business that the corporate
purpose of the Company consists of.- Such information shall be included in
the notes to the annual financial statements and in the annual corporate
governance report, in compliance with legal requirements.

2. A Director shalt also disclose to the Company:

a) All positions the Director holds in and services the Director provides to
other companies or :entities, as well as his other professional
commitments. In’ particular, before accepting- office as Director or
manager in another .company: or entity, the Director shall give notice
thereof to the Audit and: Compliance Committee.

b) Any substantial change-in' the Director’s professional status that may
affect the condition or.capacity by virtue of which the Director i may have
been appointed as Director.

¢) Any judicial, administrative or other proceedings instituted against the
Director which, because of their significance or characteristics, may
seriously reflect upon the reputation of the Company. In particular, in
the event that a Director becomes subject to an order for further criminal
prosecution upon indictment [resultar procesado] or an order for the
commencement of an oral trial is issued against him for the commission
of any of the crimes contemplated in Section 124 of the Companies Law,
such Director shall give notice thereof to the Company, in the person of
its Chairman. In such instance, the Board shall review the case as soon
as practicable and shall adopt the decisions it deems fit taking into
account the interests of the Company.

d) In general, any fact or event that may be relevant to the holding of office
as a Director of the Company.

3. Directors shall provide the Company with an e-mail address as well as a
mobile telephone number such that meetings of the Board of Directors may
be called by those means, if so desired, and the corresponding information, :f
any, may so be provided to them.

Article 41.- Extension of Director’s Duties.

The duties prescribed in this Title of these Regulations in connection with the
relations between the Directors and the Company shall also be deemed
applicable by analogy to their potential relations with companies forming part of
the Iberdrola Group.

NOTICE. This document is a transhation of 2 duly approved Spanish-language document, and is provided
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TITLE IX. POLICY REGARDING THE PROVISION OF
INFORMATION AND THE RELATIONSHIPS ESTABLISHED
BY THE BOARD

Section 1. Policy regarding the Provision of Information

Article 42. Annual Corporate Governance Report

1. The Board of Directors shall, on an annual basis and following a report by
the - Audit and Compliance Committee, annually approve a corporate
govemnance report for the Company which shall include all specifications
provided for by law and any others which the Board of Directors deems
appropriate to include therein.

2. The annual corporate governance report shall be approved prior to the
publication of the call of the Company’s ordinary General Shareholders’
Meeting for the fiscal year to which such report’ refers, and shall be made
available to the shareholders together with other dociiments relating to the
General Shareholders” Meeting.

3. In addition, public notice shall be given of the dnnual corporate governance
report as provided in the securities market rules and regulations.

Article 43. Website.
1. The Company shall maintain a website for shareholders’ and investors’
information, which shall include the documents and information provided

for by Law, and at least the following:

a) The current By-Laws, as well as the amendments thereto made in the last
- twelve (12) months.

b) The current Regulations for the General Shareholders” Meeting.

¢) The current Regulations of the Board of Directors and, if applicable, the
current Regulations of the Committees of the Board of Directors.

d) The sustainability report or annual report for the last two (2) closed fiscal
years, which will be published after preparation thereof for submission to
the shareholders at the General Sharcholders’ Meeting.

" e) The current Internal Regulations for Conduct in the Securities Markets.
f) The annual corporate governance report for the last closed fiscal year.

g) The information regarding the call to meeting, the agenda, the proposed
resolutions, and any other relevant information that the shareholders may
need in order to vote, starting upon publication of the first notice of the
call to any ordinary or extraordinary General Sharcholders” Meeting.

h) The information on the proceedings of the General Shareholders’

NOTICE. This document ix a translation of a duly approved Spanish-! d , and iy provided
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Meetings held during the current and the prior fiscal years, and
particularly, on the agenda, the composition of the General Shareholders’
Meeting at the time when it is convened, and the resolutions adopted,
with a statement of the number of votes cast and the direction of such
votes on each of the proposals included in the agenda.

i) The existing channels of communication between the Company and the
shareholders and, in particular, explanations pertinent to the exercise of
" the shareholders’ right to receive information, indicating the postal and
e-mail addresses to which the shareholders may direct their requests,
which. channels shall have been established for each General
Shareholders’ Meeting from the publication of the first notice of the call

to meeting until the holding thereof. '

1) The meéms and procedures for granting a proxy to attend a General -
Shareholders’ Meeting, established for each Meeting from the moment
of the call to meeting until the holding thereof.

- k) The means and procedures for casting votes from a distance,-including,” . -
where applicable, the forms required to evidence attendance and -the
casting of votes by means of data transmission at the General "
‘Shareholders’ Meeting, established for each Meeting from the moment
of the call to meeting until the holding thereof.

1 Al significant events of which notice was given to the National
Securities Market Commission during the current fiscal year and the last
closed fiscal year.

m) The following information regarding each Director: (i) professional
profile and biographical data of the Director; (ii) other boards of
directors on which it holds office, at listed companies. or otherwise; {iii} -
indication of the type of Director he is in each case, with mention, in the
case of proprietary Directors, of the shareholder that proposes or
proposed his appointment or with which he has ties; (iv) date of his first
and subsequent appointments as Director of the Company, and (v) shares
of the Company and derivative financial instruments whose underlying
assets are shares of the Company, of which such Director is the holder.

The Board of Directors must determine the information that must be
included in the Company's website in compliance with the duties established
in the securities markets regulations, and shall be responsible for the update
thereof pursuant to the provisions of applicable law.

Section 2. Policy regarding the Relationships Established by the Board of
. Directors

Article 44.- Relationships with the Shareholders.

1.

The Board of Directors shall establish any appropriate channels to hear
proposals that the shareholders may make in connection with the
management of the Company.

NOTICE. This document is & transisiion of a duly approved Spanish-language document, and is provided
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2. The Board of Directors, assisted by such members of the senior management
as it deems appropriate, may organize meetings for the provision of
information on the progress of the Company and of its Group or other
matters of interest to the shareholders residing in locations with the most
relevant financial markets in Spain and abroad. The Board of Directors shall
guarantee equality of treatment in its relationships with the shareholders.

3. Likewise, the Board of Directors shall establish appropriate mechanisms for
the regular exchange of information with those investors that are holders of a
significant financial interest in the share capital of the Company and are not
represented on the Board; provided, however, that in no event may such
mechanisms imply the provision to the above-mentioned investors of any
information that places them in a privileged or advantageous position vis-a-
vis the other shareholders. . :

4. All public. requests for delegation of voting powers made in favor of any
Director shall disclose, where applicable, the existence of a conflict of
interest, and shall provide detailed reasons for the direction in which the
representative shall vote in the event that no instructions are given by the
shareholder, subject always to the provisions of Law.

5. The Board of Directors shall encourage the informed participation of the
shareholders at the General Shareholders’ Meeting, and shall take all such
measures as may be-appropriate to make it easier for the shareholders acting
at a General Sharcholders’ Meeting to effectively exercise the powers
conferred upon them by the By-Laws and the Law; with due observance of
the provisions set out in the Regulations for the General Shareholders’
Meeting.

Article 45.- Relaﬁonships; with the Securities Markets.
1. The Board of Directors shall immediately inform thé public regarding:

a) All significant events that might materially influence the stock exchange
prices of securities issued by the Company.

b) All changes in the Company’s ownership structure, such as fluctuations
in significant direct or indirect interests, voting trusts and other forms of
coalition of which the Board has had notice.

c) All substantial amendments to the Company's govemance rules and
regulations.

d) The policies, if any, in the area of treasury stock that the Company
intends to pursue on the basis of any approvals granted by the
sharcholders at the General Shareholders” Meeting. :

¢) All changes to the composition and to the rules of organization and
operation of the Board and the Committees thereof, or to the duties and
positions of each Director in the Company, as well as any other
modification relevant to the corporate governance system.

NOTICE. This document is a translation of & duly spproved Spanish-lsnguage document, and is provided 1
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The Board of Directors shall adopt appropriate measures to ensure that the
semi-annual, quarterly and any other financial information that it may be
prudent to make available to the Securities Markets.is prepared in
accordance with the same principles, standards and professional practices
used to prepare the annual financial statements and is as reliable as such
financial statements. For this latter purpose, such information shall be
reviewed by the Audit and Compliance Committee.

The Board of Directors shall prevent its conduct from influencing the free
formation of the price of the Company shares and, if applicable, of the shares
of the companies forming part of its Group.

Article 46.- Relationship with the External Auditor.

1.
. relationship with the Company’s External Auditor, and shail have the utmost

The Board of Directors shall establish an objectivé, professional and ongoing -

respect for its independence.

The relationship referred to ini.thé foregoing paragraph shall be channeled, as
a rule, through the Audit and Compliance Committee provided for in these
Regulations. :

The Audit and Compliancé Committee ‘shall not submit a proposal to the
Board of Directors, and the Board of Directors shall not submit a propasal to
the General Shareholders’ Meeting, for appointment as the Company’s

. Auditor of an audit firm when it has evidence that (i) such firm is affected by

any circumstance of incompatibility pursuant to the legal provisions’
goveming audits, or (ii) the fees that the Company intends to pay it for any
and all services are greater than five (5%) percent of its total income in the
domestic field during the last fiscal year.

The Board of Directors shall make public the fees that the Company has paid
the audit firm, both in consideration for audit services and for services other
than auditing, by specifying the fees paid to the Auditors and those paid to
any company forming part of the same group of companies to which the
Auditor belongs or to any other company to which the Auditor is related
under a relationship of joint ownership, management or control.

The Board of Directors shall use its best efforts to definitively prepare the
financial statements such that there is no room for comments by the Auditor.

- However, when the Board believes that its opinion must prevail, it shall

provide a public explanation of the content and scope of the discrepancy.

Article 47.- Relationships with Senior Managers of the Company.

Relations between the Bba.rd of Directors and the Company's senior managers,
as provided in these Regulations, must be channeled through the Chief
Executive Officer or, in the absence thereof, through the Chairman of the Board

‘of Directors or the Secretary of the Board.
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TITLE X. INTERPRETATION

Article 48.- Interpretation of these Rules.

1. These Regulations shall be interpreted in accordance with the priority of
provisions and the principles and standards contained in the most widely
recognized Good - Governance recommendations, especially the
recommendations set forth in the Uniform Good Governance Code prepared
at the behest of regulatory entities, without prejudice to the adaptation
thereof to the specific characteristics of the Company and 1ts environment
under the principle * comply or explain,”

2. The full Board of Iberdrola shall resolve any questions or dlscrepancles that
may arise in connection with the application or the interpretation of these
Regulatmns following a report of the Audit and Compliance Committee and
an opuuon issued by Counsel to the Board of Directors.

TITLE IX. INTERIM PROVI:__S__I,_('_)NS'_ .

Sole Interim Provision

The provisions of the new Article Ten of these Regulations, which further
develop the concepts of proprietary Director and independent Director
mentioned in Article Thirty-Seven of the By-Laws, shall apply to the Directors
whose appointment, ratification or re-election occurs after the entry into effect of -
the amended provisions.

The classifications of the Directors of Iberdrola who were appomted prior to the
above-mentioned eﬁ'ectlve date shall be governed by the provisions in effect at
the time of their appointment. However, the Company shall, for purposes of
compliance with its obligations to provide information, respect the definitions
established in the articles referred to in the preceding paragraph starting with the
annual corporate governance report for fiscal year 2007.

NOTICE. This document is a translation of s duly approved Spanish-language document, and is provided
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_Audit and Compliance Committee

CHAPTER I.- LEGAL NATURE AND PURPOSE
" Atrticle 1.- Legal Nature and Applicable Rules and Regulations

1. Pursuant to thc'provisio.ns‘ of Article 44 of the By-Laws, the Board of
Directors has established the Audit and Compliance Committee
(hereinafter, the “Committee™), a permanent internal informational
and consultative body without executive powers, which shall have
information, advisory and propbsal-méking powers within its scope of

action and shall be governed by the provisions of these Regulations.

2. These Regulations must be approved by resolution adopted by a
majority of the members of the Committee itself and endorsed by the
Board 6f Directors of Iberdrola, S.A. (hercinafter, “Iberdrola” or the
“Company”).

3. These Regulations may be amended at the proposal of the Chairman
of the Committee or of the majority of its members, by resolution
adopted by majority, and any and all amendments shall be submitted
to the Board of Directors for endorsement unless they refer

exclusively to the internal operation of the Committee.

Article 2.- Purpose of These Regulations

The purpose of these Regulations is to define the guidelines for action and‘
the rules of internal operation of the Committee of Iberdrola and its Group,
within the meaning of Section 4 of Law 24/1988, of July 28, on the

Securities Markets.
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CHAPTER I1.- SCOPE AND DUTIES
Article 3.- - Area of Authority

The Committee’s scope of work shall in ‘all events include the following

matters:

a) Report to the sharcholders at the General Sharcholders’ Meeting
regarding questions raised therein by shareholders: ont matters within

its area of authoﬁty.

'b) Propose appointments. of the Company’s Auditors to the Board of
Directors for the submission thereof to a decision of the shareholders

at the General Sharcholders’ Meeting.

¢) Supervise the Internal Audit Area’s management, which will be

'ﬁmctionally controlled by the Chairman of the Committee.

d) Know the financial information process and the internal control

systems associated with the risks relevant to the Company.

e) Receive information from the Auditors regarding matters that could
put their independence at risk, that are related to the process of
'ﬁnanéial statement auditing, and generally, regarding any other -
matters provided for in financial statement auditing legislation and in

the technical auditing regulations in effect at any time.

f) Report in advance on the Company’s annual corporate governance
report and ensure compliance with legal requirements and the Codes
of Ethics or Professional Conduct and Good Governance adopted by

the Board of Directors.
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g) Report on the proposed amendments of the Regulations of the Board

of Directors.

h) Such other matters as are assigned to it by the By-Laws, the
-Repgulations of the Board of Directors or the Board of Directors.

Article 4.- Duties Relating to the Internal Audit
The main duties of the Committee shall be the following:
a) Ensure the independence and effectiveness of the Internal Audit Area.

b) Approve the direction and plans of the Internal Audit Area’s
management; ensuring that its activities are mainly focused on
significant risks to Iberdrola and its Group, as well as receive
periodical information regarding the activities carried out by the ]

Internal Audit Area.

¢) Verify that senior management takes into account the conclusions and

recommendations contained in its reports.

d) Ensure that the Internal Audit Area has sufficient resources and

adequately qualified staff to successfully carry out its duties.

Article 5.- . Duties Relating to the Internal Control and Risk Managémcnt

Systems
The main duties of the Committee shall be the following:

a) Periodically review the internal control and risk management systems,
such that the principal risks are properly idéntified, managed and

made known.
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b) Ensure that the risk control and management policy identifies at least:

.
|

ii.

ii.

iv.

The different types of risk (operational, technological,
financial, legal, reputational, ...) facing the Company,
including, among financial or economic risks, contingent

liabilities and other off-balance risks;

The establishment of the risk level ﬂ1at the Company deems
acceptable;

The measures planhed in order to mitigate the impact of

identified risks in the event that they materialize;

The information and internal control systems that will be used

to monitor and manage the aforementioned risks, including -

contingent liabilities or off-balance risks.

Article 6.- Duties Relating to Auditing

The main duties of the Committee shall be the following:

a)

b)

Provide guidance and make proposals to the Board of Directors of
Iberdrola regarding the selection, appointment, re-election or
replacement of the Auditors of Iberdrola and its Group, for approval

by the shareholders at the General Shareholders’ Meeting.

Approve the Hiring policy -applicable to Auditors at the Iberdrola
Group, propose to the Board of Directors the conditions under which

they should be hired and ensure compliance therewith.

Ensure the independenée of the Auditors and, for such purpose:
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i. ensure that the Company reporfs' a change of Auditor to the
National Securities Market Commission [Comisién Nacional
del Mercado de Valores] (hereinafter, the CNMV) as a

significant event;

ji. ensure that the Comﬁany and the Auditor comply w1th
applicable regulations on the provision of services other than
auditing, the limits on the concentration of the Auditor’s
business and, in general, all other regulations eétablished in

order to ensure the independence of the Auditors;

iii. in the event of resignation of the Auditor, examine the

circumstances that may have given rise thereto.

-d) Review the contents of the Auditor’s Reports prior to the issuance

thereof, in order to avoid qualified reports.

é) Assess the results of each audit and supervise the response of senior

management to the recommendations made therein. -

f)  Favor the Auditor of the consolidated group as the auditor responsible

for audit work at the companies that form part thereof.

g) Act as a liaison between the Board of Directors and the Auditors.

Article 7.- Duties Relating to the Process of Preparing Economic and

Financial Information

The main duties of the Committee shall be the following:
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Supervise the process of preparation and the integrity of the economic
and financial information relating to the Company. In this regard, the
Committee shall make sure that the interim financial statements are
prepared in accordance with the same accounting standards as the

annual financial statements and, for such purpose, it shall consider the

_appropriateness of a limited review by the Auditor.

Ensure compliance with legal requirements, the proper delimitation of
the scope of consolidation, and the correct application of such
generally accepted accounting principles and international financial
reporting standards as may be applicable with respect to the Annual
Financial Statements and the Management Report of Iberdrola and its
Group.

Evaluate any proposal made by senior managers regarding changes in -

accounting policies and practices.

Article 8.- Duties Relating to the Annual Corporate Governance Report

and to Compliance with Legal Requirements and Good

Govermnance Recommendations

The main duties of the Committee shall be the following:

a)

Report on the annual corporate governance report in advance of its

submission to the Board for approval thereof.

b) Ensure compliance with laws, internal regulations and regulatory

provisions governing the activities of Iberdrola and its Group.
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Examine the degree of compliance by Iberdrola and, if applicable, the

~companies in.its Group, with Good Governance recommendations,

regularly reviewing the results thereof and submitting to the Board of

Directors such proposals for improvement as it may deem fit.

Establish and supervise a mechanism whereby the employees may
give notice, on a confidential basis and, if deemed appropriate,
anonymously, of any potentially significant irrcgu]aritieé, especially
of a financial and accounting néture, that they notice at the Company,
abiding in all cases by the rules and regulations on the protection of
personal data and respecting the fundamental rights of the parties

involved.

Conduct such investigations as may be necessary following third-party

claims against the Company or in cases of irregular or improper -

conduct, in accordance with the provisions under letter d) above.

Report to the Board of Directors, prior to the adoption by it of the
corresponding decisions, regarding the creation or acquisition of
interests in special purpose entities or entities registered in countries
or territories regarded as tax havens, as well as any other transactions
or operations of a similar nature that, due to the complexity thereof,

might detract from the transparency of the Group.

Report to the Board of Directors on those matters within its authority
as are set forth in the Regulations of the Board, and generally, on any

other matters requested by the Board.
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Article 9.- Duties Entrusted to the Committee by the Regulations of the

Board of Directors

The Committee shall also have such other duties as are provided for in the

Regulations of the Board of Directors:

a)  Submit a proposal, if appropﬁat_e, to the Board of Directors regarding
the amendment of the Regulations of the B_oard of Directors, and in
all cases, report in advance to the Board of Directors regarding any

other proposed amendment.

b)  Report to the Board of Directors or, in urgent cases, to the Executive
Committee, prior to the approval thereof, regarding transactions
carried out by the Company or the companies forming part of its
Group with the Directc;rs and shareholders that hold an interest that |
is greater than or equal to five (5%) percent of the capital or that
have proposed the appointment of any of the Directors of the

Company, or with the respective Related Persons.

c) Eﬁsure that the transactions mentioned in the preceding paragraph
between the Company or the companies forming part of its Group
with the Directors, the shareholders mentioned in the preceding

- paragraph or the respective Related Persons are conducted under
arm’s length conditions and with due observance of the principle of

equal treatment of shareholders.

d)  Report in advance to the Board of Directors regarding other matters
within its authority in the instances contemplated in the Regulations

of the Board of Directors in connection with:
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i. Cases of resignation and withdrawal of Directors,
ii. The dlity not to compete,
iii. The use of corporate assets, .

iv. The use of the Company’s business opportunities to the.

benefit of a Director or of Related Persons,

v. The duty that every Director has to inform the Audit and
Compliance Committee before accepting office as Director or

manager in another company or entity.

- CHAPTER IH.- COMPOSITION
Article 10.- Composition

1. The Committee shall consist of a minimum of three (3) and a
maximum of five (5) members, who must be external Directors and, in

addition, must be members of the Executive Committee.

2.  Within such limits, the Committee may submit to the Board of
Directors a proposal to alter the number of its members, so that such

number may contribute to more effective operation of the Committee.

3. In addition to the requirements set forth in paragraph one of this
Article, the Chairman of the Committee, who shall necessarily be one
of the independent Directors, shall be a Director with sufficient
capacity and availability to provide. greater.' dedication to the

Committee than the other members.
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CHAPTER IV.- SUBJECT MATTER OF THE ACTIVITIES
OF THE COMMITTEE

 Article 11.- Subject Matter of the Activities of the Committee

The activities of the Committee shall cover:
a) Iberdrola and

b) Companies foﬁning part of the Iberdrola Group, in accordance with

the definition set forth in Article Two above..

"CHAPTER V.- APPOINTMENT AND WITHDRAWAL OF

MEMBERS
Article 12.- Appointment

1. Members of the Committee shall be appointed by the Board of

Directors of Iberdrola from among its Directors.

2. "The Board of Directors shall endeavor to ensure that the members of
the Audit and Compliance Committee, and especially the Chairman
thereof, have such background knowledge and experience in
accounting, audit or risk management matters as is required by the
duties they are called upon to perform, provided, however, that they

need not be experts in these fields.
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3. The Committee shall have a Chairman and a Secretary appointed by

the Board of Directors from among the members there_of.
Article 13.- Withdrawal
The members of the Committee shall withdraw from office:
-a)  When they cease to be Directors of Iberdrola.
b) By resolution of the Board of Directors of Ib-e.rdrola.

¢) When they cease-to be external Directors or become members of the

Executive Committee,
Article 14.- Term of Office

1. The members of the Committee shall be appointed for a maximum
term of four (4) years and may be re-elected on one¢ or more occasions

to equal maximum terms.

2. The Chairman of the Committee shall hold office for a maximum
period of four (4) years, upon the 'expiration of which the Director
who has held office as such shall not be ¢ligible for re-election as
Chairman unti! one (1) year has pa.ésed since he vacated office,
without prejudice to his continuing to serve or being re-elected as

member of the Committee.
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CHAPTER VI.- MEETINGS

" Article 15.- Meetiﬁgs

1. The Committee shall meet as many times as may be necessary, in the
opinion of its Chairman, to fulfill the duties entrusted to it, and at least
four (4) times a year. These meetings shall be set on the corresponding

schedule.

2. Tt shall also meet whenever sd requested by at least one-half of its

members.

Article 16.- Call to Meeting

1. Notice of the call to meeting shall be given by the Secretary of the

Committee to each of the Committee members at least eight (8) days
in advance, by letter, fax, telegram, e-mail or any other means. The
call shall be authorized by the signature of the Chairman, or by that of
the Secretary by order of the Chairman.

2. The agenda for the meeting shall be set out in the call.

3. A prior call of meetings of the Committee shall not be required when
all of the members thereof are present and unaﬁimously agree to the

holding of the meeting.

4. The provisions regarding Board meetings contained in the Regulations
of the Board of Directors in connection with the possibility of calling
extraordinary meetings and casting votes in writing and without a

meeting shall likewise apply to the meetings of the Committee.
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Article 17.- Esfablishment of a Quorum

1. Committee meetings shall be validly held with the attendance, in

person or by proxy, of one-half plus one of the Committee members.

2. If the Chairman’s position is vacant, or in the event of sickness or
disability of the Chairman, meetings shall be chaired by the Director
having the longest length of service, and if equal lengths of service,
the oldest. If the Secretary’s ‘position -is vacant, or in the event of
sickness or disability of the Secretary, the Secretary having the
shortest length of service, and if equal lengths of service, the youngest

shall act as such.

3. The members of the Committee may grant their proxy to another
member thereof by communication through any of the means set forth
in the previous Article addressed to the Secretary of the Committee,

which communication shall include the terms of the proxy.
Article 18.- Resolutions

1. Resolutions shall be adopted by majority vote of the members present
at the meeting in person or by proxy. In the event of a tie, the

Chairman shall have the tie-breaking vote.

2. The Scbretary of the Committee shall take minutes of each of the
meetings held, to be approved at the end of the corresponding meeting

or at the meeting held immediately thereafter.

Article 19.- Conflicts of Interest

17

NOTICE. This documment is a translation of a duly approved Spanish-language document, end is provided
for informational purposes only. In the event of any discrepancy between the text of this translation and
the text of the original Spanish-language document which this translation is intended to reflect, the text of
the original Spanish-language document shall prevail.




No. 82-03382

Audit and Compliance Committee

When matters to be dealt with at meeting of the Committee directly affect
_one of its members or persons connected thereto and, in general, when such
member is in a situation of conflict of interest (as defined in the
Regulations of lthe Board of Directors), ‘such member must leave the
meeting until a decision is made, and such member shall be subtracted from
the number of Committee members for purboses of calculating the quon-lm'

and majorities with respect to the matter at hand.

Article 20.- Attendance

1. At the request of the Committee, its meetings may be attended by any
member of the Board of Directors, managef or employee of the Group
and any member of the mﬁnagement decision-making bodies of the
companies forming part of the Iberdrola Group whose appointment

has been proposed by the Company.

2. The Chairman of the Board of Directors and the Chief Executive
Officer, if any, may, in exceptional circumstances, request meetings

with the Committee for informational purposes.

3. The Committee may require the presence of the Auditor at its
mectings.

CHAPTER VII.- RELATIONSHIPS

Article 21 .- Relationship with the Shareholders

1. The Committec shall report to the shareholders at the General
Shareholders’ Meeting with respect to matters raised therein by

shareholders regarding its powers.
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2. In furtherance of the foregoing provision, the Committee shall prepare
an annual Report of its activities, which, once approved by the Board
of Directors, shall be made available to the shareholders and investors

on occasion of the call to the ordinary General Shareholders’ Meeting.
" Article 22.- Relationship with the Board of Directors

The Chairman of the Committee shall regularly report to the Board of
. Directors on the activities of the ' Committee and shall provide advice and
propose such measures as it may deem fit within the scope of its duties. In
particular, the Chairman of the Audit and Compliance Committee shall
inform the Board of Directors, at the next meeting thereof followiﬁg the
meetings of the Committee, of the resolutions and significant events, if any,

that have occurred at the Committee meetings.
Article 23.- Relationship with the Internal Audit Area

1. The Chairman of the Board of Directors shall propose to the Audit and
Compliance Committee the selection, appointment, re-election and

withdrawal of the Director of the Internal Audit Area.

2. The Committee shall, if applicable, adopt as its own the proposal
received, and after a report of the Nominating and Compensation
Committee, it shall submit such proposal to the Board of Directors for

approval thereof.

3. The Chairman of the Board of Directors, in agreement with the
Chairman of the Audit and Compliance Committee, shall approve the

‘ Basic Internal Audit Regulations, as well as the budgét for the Area.
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4, The Committee shall guide and supervise the activities of the Internal
- Audit Area through approval of its annual plan, which shall be
submifted thereto by the Director of the Internal Audit Area, and by
following up on its recommendations. The management of this Area

_ shall be functionally controlled by the Chairman of tﬁe Committee. In.
this regard, the Director of the Internal Audit Area shall directly report

to the Audit and Compliahcc Committee on any issueé occurring
during the execution of the annual work plan and shall submit thereto

an activities report at the end of each fiscal year.

5. In addition to the respbnsibilitics inherent in its function, the Internal
Audit Area shall act as the normal channel of communication betwécn
the Committee and the rest of the Company’s organizaﬁon, and shall
be responsible for preparing any -information required at meetings. |
Such meetings shall be attended, if the Committee deems fit, by the
Dﬁector of the Internal Audit Area. ‘ |

Atrticle 24.- Relationship with the Auditor

1. The Committee shall propose to the Board of Directors, for
submission of the proposal to the sharcholders at the General
-Sha.rehold.ers’ Meeting, the selection, appointment, re-clectidn and
replacement of the Company’s Auditor. In addition, the Committee
shall make a proposal to the Board of Directors regarding the
contractual terms under which the Company’s Auditor should be
hired.

2.  The Audit and Compliance Committee shall not submit a proposal to

the Board of Directors, and the Board of Directors shall not submit a
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proposal tb the General Shareholders’ Mceting, for appointment as the
Company’s Auditor of an audit firm when it has evidence that (i) such
firm is affected by any circumstance of incompatibility pursuant to the
legal provisions governing audits, or (ii) the fees that the Company
intends to pay it for any‘and all services are greater than five (5%)
percent of its total income in the domestic field during the last fiscal

year.

The Committee shall regularly receive from the Auditor information
regarding the audit plan and the results of the implementation thereof,
shall follow up on all recommendations proposed by the Auditor and

may require its cooperation whenever it deems it necessary.

The Committee shall request of the Auditor, on an annual basis, a
certificate of independence of the firm as a whole and of the team
members participating in the process of auditing the annual financial
statements of the Iberdrola Group. In addition, the Committee shall
monitor the application of the quality assurance and independence

safeguarding internal procedures implemented by the Auditor.

The Audit and Compliance Committee shall authorize, prior to the
approval thereof, any hiring of the Auditor for services other than the

audit of the annual financial statements.

The Committee shall receive information on the engagement by

‘Iberdrola and its Group of professionals coming from the audit firm.
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Article 25.- Relationship with the Management of Iberdrola and its Group

The Committee may -obtain information from and require the cooperation
of any manager or employee of Iberdrola and its Group, notice of which
shall be given to the Chairman of the Board of Directors and to the Chief

Executive Officer, if any.

CHAPTER VII.- POWERS, ADVICE, DUTIES AND
INTERPRETATION . '

Article 26.- Powers and Advice

1. The Cominittee may freely access such information, documents,
accounting or non-accounting records, contracts, etc. of whatsoever |
nature as it may deem necessary to perform its dﬁtics. It may also
obtain advice from outside professionals for the best performance of
its duties. Such professionals shall submit their reports directly to the

Chairman of the Committee.

2. In all events, taking into account that the Committee members are also
Directors, such Committee members shall act with independence of
judgment and action with respect to the rest of the organization, shall
discharge their duties with the utmost diligence and professional

competence and shall keep all matters absolutely confidential.

Article 27.- Compliance and Dissemination

1. The Directors who are members of the Committee and the senior .

managers of the Iberdrola Group have the duty to know and comply
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with thesechguI:ations. For such purposes, the Secretary of the Board
.of Directors of Iberdrola shall provide them all with a copy hereof.

2. The Chairman and the members of the Corimittee shall also have the
duty to ensure compliance with these Regulations and to adopt such
measures as may be necessary for such Regulations to be widely.
disseminated among the rest of the organization of Iberdrola and its

Group. -
Article 28.- Interpreta'tién and Disputes

Any questions or disputes regarding the interpretation of these Regulations
shall be resolved by majority vote by the Committee itself, and in the
_ ébsence of such resolution, by the Chairman, assisted by such persons as
the Board of Directors may designate for such purpose. The Board of
Directors shall -be informed of the interpretation and resolution of the |

questions or disputes that may have arisen.
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 CHAPTER L.- LEGAL NATURE AND APPLICABLE RULES AND

REGULATIONS

~ Article 1.-  Legal Nature and Applicable Rules and Regulations

1.

Pursuant to the provisions of Article 45.4 of the By-Laws of IBERDROLA, S.A.
(hereinafter, “Iberdrola” or the “Company™), and by means of these Regulations,
the- Board of Directors has established the rules and regulations governing the
Nominating and Compensation Committee (hereinafter, the “Committee™), a
permanent internal informational and consultative body without executive powers,
which shall have information, advisory and proposal-making powers within its
scope of action and shall be governed by the provisions of the By-Laws and of the
Regulations of the Board of Directors applicable thereto, as well as the provisions
of these Regulations and of applicable law. ' )

These Regulations may be amended by resolution of the Board of Directors, either
upon its own initiative or at the proposal of the Committee itself.

CHAPTER I1.- POWERS OF THE COMMITTEE

Article 2.-  Powers of the Committee

L.

The Committee shall have the power to supervise the process of selection of
members of the Board of Directors and senior managers of the Company (the
latter at the proposal of the Chief Executive Officer, if any) and to assist the Board
of Directors in the determination and supervision of the compensation policy for
the above-mentioned persons. In addition, within legal limits and within the
framework of a policy. of coordination between the interest of the Company and
that of the affiliated companies that are part of the Iberdrola Group, the
Commiitee shall become apprised and, if appropriate, shall inform the Board of
Directors, of the selection and appointment of and the compensation policy for
Directors and Senior Managers at the main affiliated companies.

In the exercise of the powers granted to it, the Committee shall, through the
Chairman of the Board of Directors, advise such body regarding the most
appropriate configuration thereof and of its Committees as regards size and
equilibrium among the various classes of Directors existing at any time. For such
purpose, the Committee shall review the structure of the Board of Directors and of
its Committees on a regular basis, as well as when vacancies occur within such
bodies.

In the performance of its duties, the Committee shall hear the suggestions that
may be transmitted thereto by the Directors, and shall especially take into account
those made by the Chairman of the Board of Directors and by the Chief Executive
Officer, if any.
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Article 3.-  Powers Relating to the Procedure for Selecting Directors and Senior
Managers '

In addition to the powers that may be granted to it by the By-Laws, the Regulations of
the Board of Directors or the Board of Directors, the Nommatmg and Compensation
Committee shall have the power to:

1. Report on and review the criteria that should be followed in composing the Board
of Directors and in selecting candidates, defining their duties and necessary
qualifications and assessing the time and dedication required for the proper
performance of their duties. In the exércise of this power, the Committee shall
take into account, regarding external Directors, the relation between the number of
proprietary Directors and the number of independent Directors, such that this
relation reflects, as far as possible, the ratio ‘of the Company’s voting capital
pursuant to the provisions of Article Twenty-Nine of the By-Laws to the rest of
the capital.

2. - Bring Director designation proposals to the Board of Directors for the interim
* . appointment thereof to fill a vacancy or, as the case may be, for submission of
“'such proposals to a-decision by the shareholders at the General Shareholders’!
Meeting, at the request of the Chairman or any other member of the Board of
Directors, as well as proposals for the re-election or removal of Directors by the
shareholders at the General Sharcholders” Meeting.

3. Propose to the Board of Directors the members who should make- up each of the
Committees.

4.  Examine or organize, in such manner as is deemed appropriate, the succession of
the Chairman and of the Chief Executive Officer of the Company, if any, and, if
applicable, make proposals to the Board for such succession to occur inan orderly
and well-planned fashion.

5. Report to the Board of Directors, prior to the adoption by it of the corresponding
decision at the proposal of the Chairman, regarding the appointment and/or
removal of the Vice-Chairman or Vice-Chairmen, if any, of the Board of
Directors.

6. Report to the Board of Directors, prior to the adoption by it of the corresponding
decision at the proposal of the Chairman, regarding the appointment and/or
removal of the Secretary and of the Vice-Secretary, if any, of the Board of
Directors. '

7. - Report to the Board of Directors regarding the appointment and/or removal of
senior managers of the Company, upon the proposal of the Chief Executive
Officer, if any.

8.  Ensure that when new vacancies are filled or new Directors are appointed, the
selection procedures are free from any implied bias entailing any kind of
discrimination.
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Article4.-  Powers Relating to Compensation Policy for Directors and Senior
Managers

In addition to the powers, if any, given to it by the By-Laws, the Regulations of the
. Board of Directors or the Board of Directors, the Nominating and Compensation
Committee shall have the power to:

1.  Propose to the Board of Directors the system and amount of annual Director
compensation, as well as the individual compensation of exccutive Directors and
other terms and conditions of their contracts, in all cases pursuant to the
provisions of the By-Laws.

2. Submit to the Board of Directors, together with the corresponding reports, the
proposals brought to it by the Chief Executive Officer, if any, regarding the
compensation policy applicable to senior managers and the basic terms and
conditions of their contracts. :

3. Report to the Board of Directors regarding the compensations or indemnifications,
if any, that may be established in the event of removal of the senior managers of
the Company at the proposal of the Chief Executive Officer, if any.

4, Report on incentive plan§ and pension supplements.

5. Periodically review the compensation programs, evaluating the adequacy and
results thereof. N : :

6.  Ensure compliance with the compensation policy of the Company.

CHAPTER I11.- COMPOSITION OF THE COMMITTEE. APPOINTMENT
AND WITHDRAWAL OF ITS MEMBERS

Article 5.-  Composition of the Committee

1.  The Committee shall be made up of a minimum of three (3) and a maximum of
five (5) Directors, as determined by the Board of Directors, and the majority of
such Directors shall be independent.

The Board of Directors shall endeavor to ensure that the Directors sitting on the
Nominating and Compensation Committee have the background knowledge and
.experience required by the duties they are called upon to perform.

2. - The Directors sitting on the Committee must meet the following conditions:
(a) be external Directors of the Company;

(b) have, in the opinion of the Board of Directors, proven experience as a
Director or in the performance of other prominent management duties;

(c) not have performed executive duties at Iberdrola or the companies within its
Group unless, in exceptional cases, the Board of Directors resolves to
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exclude the application of this requirement, based on the time passed since
ceasing to perform such duties and the qualities of the Director.

3. In addition, the Chairman of the Committee, who shall necessarily be one of the
independent Directors, must be a Director with sufficient capacity and availability
to provide greater dedication to the Committee than the rest of the Directors
sitting on the Committee.

4. -The Directors sitting on the Committee shall be appointed by the Board of
‘ Directors from among the Directors meeting the requirements set forth in the
preceding paragraphs.

Article 6.-  Designation of Positions

1. The Board of Directors shall appoint the Chairman of the Committee from among
the Directors sitting thereon.

2. The Committee shall be assisted by a Secretary, who need not be a Director, and
who shall also be appointed by the Board of Directors, at the proposal of the
" Nominating and Compensation Committee. .

. Article 7.-  Term of Office

1. The Directors sitting on the Committee shall hold their positions for so long as
" their- appomtment as Directors of the Company is in effect, without prejudnce to
the provisions of Article Eight below.

2.  Directors sitting on the Committee who are re-elected as Directors of the
Company by resolution of the shareholders at the General Shareholders’ Meeting
shall continue in their positions on the Committee, without the need for a new
election, unless the Board of Directors resolves otherwise.

Article 8.-  Withdrawal
The Directors sitting on the Committee shall withdraw from office:
(a) when they cease to be Directors of Iberdrola;

(b) when they cease to be external Directors, even if they contmue as a Director of the
Company; or

. (c) by resblution of the Board of Directors of the Company. -

CHAPTER 1V.- MEETINGS OF THE COMMITTEE
Article 9.-  Meetings of the Committee .

1. The Committee shall meet as many times as the Chairman deems is necessary to
fulfill the duties entrusted to it, and at least once each quarter; the meetings shall
be set on the corresponding schedule.
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2. The Committee shall also meet when so requested by at least one-half of the
Directors sitting on the Committee.

3. The Chairman of the Board of Directors, as well as the Chief Executive Officer, if
any, may request informational meetings with the Committee on an exceptional
basis.

Article 10.- © Call to Meeting

1. The Chairman of the Committee, or the Secretary by order thereof, shall call .
meetings of the Committee by letter, fax, telegram, e-mail or any other means,
addressed to each of its members, setting forth in such call the place, date and
time of the meeting, as well as the agenda thereof.

2. The call to meeting shall be made at least eight (8) days in advance thereof, unless
the Chairman decides otherwise for reasons of urgency.

'3, A prior call of meetings of the Committee shall not be required when all of the
Directors sitting thereon are present and unammously agree to the holdmg of the
meeting. .

4.. The provisions regarding Board meetings contained in the Regulations of the
Board of Directors in connection with the possibility of calling extraordinary
meetings and casting votes in writing and without a meeting shall hkewnse apply
to thg meetings of the Committee.

Article 11.- Proxies

The Directors sitting on the Committee may grant their proxy to another Director who is
a member thereof by communication through any of the means set forth in the previous
Article addressed to the Secretary of the Committee, which communication shall
include the terms of the proxy.

Article 12,- Establishment of a Quorum of the Committee

1. A valid quorum for the Committee shall be established with the attendance, in
person or by proxy, of one-half plus one of the Directors sitting on the Committee.

2. _The Chairman of the Committee shall preside over the meeting. If the Chairman
is unable to preside or is absent, the duties thereof shall be. performed by the
longest-serving Director on the Committee. If several Directors have served for
the same amount of time, it shall be presided over by the oldest of them.

3.  The Secretary of the Committee shall act as Secretary of the meeting. If the
Secretary is unable to act as such or is absent, the duties thereof shall be
performed by the Director sitting on the Committee that the Committee appoints
for such purpose.
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Article 13.-  Adoption of Resolutions

1.

Resolutions of the Committee shall be adopted by majority vote of the Directors
sitting thereon who are present at the meeting in person or by proxy.- In the event
of a tie, the Chairman of the Committee shall have the tie-breaking vote.

Resolutions that are adopted shall be included in the corresponding minutes taken
by the Secretary of the Meeting, which must be approved at the meeting itself or
at the commencement of the meeting held immediately thereafter.

CHAPTER V.- PROCEDURE FOR SELECTION AND
RE-ELECTION OF DIRECTORS

Article 14.- Selection of New Directors

1.

. 'that require reinforcement.

The Committee shall review the criteria for selecting Directors and shall assist the
Board in defining the profiles to be met by candidates for Director, taking into
account the needs of the Board of Directors and based on the areas of the Bo

At the request of the Board of Directors, the Committee shall select possible
candidatés who might be appointed as Directors of the Company, and shall
present their proposals to the Board of Directors through the Chairman of such
body.

* The Committee must verify that all 'candidates for Director of the Company meet

the general requirements provided by the By-Laws, the Regulations of the Board

. of Directors of the Company and the Laws.

In addition, in the case of candidates for the position of independent Director, the
Committee must verify compliance with the specific requirements for this class of
Director provided in the By-Laws and in the Regulations of the Board of
Directors of the Company, and gather adequate information regarding the
personal gualities, experience, knowledge, and effective availability of the
candidates.

Once the procedure described in the preceding paragraphs has been completed,
the Committee must present the Board of Directors with a well-reasoned report
containing its proposals for the appointment of Directors for the designation
thereof by the shareholders at the General Shareholders’ Meeting or, if applicable,
by the Board of Directors itself in use of its powers to fill vacancies by interim
appointment.

The proposals that the Committee presents to the Board of Directors must
evaluate the qualities of the various candidates and assign them to one of the
categories of directors contemplated by the By-Laws of the Company.
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Article 15.- Re-election of bhectom

1. Prior to the end of the term for which a Director has been appointed, the
Committee must examine the advisability of their re-election, as well as thejr
continuance, if applicable, on the Committee of the Board of Directors of which
such Director is a member.

2. For the foregoing purposes, the Committee must verify that the Director to be
elected continues to comply with the requirements referred to in paragraphs three
and four of the preceding Article, as well as evaluate the quality of work and
dedication to office of the Director in question.

3. Once the procedure described in the foregoing paragraph has been completed, the
Committee must present a well-reasoned report to the Board of Dxrectors with its
proposal regarding the re-election of Du'ectors

 CHAPTER VI.- POWERS OF THE COMMITTEE AND DUTIES OF ITS
- ' MEMBERS

Article 16.- Powers of the Commlttee

1. The Committee may freely gain access ‘to any kind of information or
~ documentation held by the Company and that it deems necessary for the
performance of its duties.

2. Through its Chairman, the Committee may request the cooperation of any
Director and, through the Chief Executive Officer, if any, and in the absence
thereof, through the Chairman of the Committee, that of any manager or employee
of the Company and its Group, for the best performance of its duties, in
accordance with the provisions of the Regulations of the Board of Directors.

3. The Committee may also procure the collaboration or advice of external

proféssionals, who must address their reports directly to the Chairman of the -

Committee.
Article 17.- Duties of Committee Members

1.  The members of the Committee must act with independence of judgment and

action with respect to the rest of the organization, and perform theu' work with the

maximum diligence and professional competence.

2. Generally, the members- of the Committee are subject as such-to all of the duties
of a Director set forth in the Regulations of the Board of Directors, to the extent
they are applicable to the duties performed by this Committee.

Article 18.- Conflicts of Interest

When matters to be dealt with at meeting of the Committee directly affect one of the
Directors sitting thereon or persons connected thereto and, in general, when such
Director is in a situation of conflict of interest (as defined in the Regulations of the
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Board of Directors), such member must leave the meeting until a decision is made, and
such Director shall be subtracted from the number of Directors who are members of the
Committee for purposes of calculating the quorum and majorities with respect to the
matter at hand.

Article 19.- Information to the Board

1. . The Committee, through its Chairman, shall maintain the Board of Directors,
through the Chairman of such Board of Directors, permanently informed of the
progress and results of its activities, and fundamentally of resclutions approved
thereby. In particular, the Chairman of the Nominating and Compensation
Committee shall inform the Board of Directors, at the next meeting thereof
following the meetings of the Committee, of the resolutions.and significant
-events, if any, that have occurred at the Committee meetings.

2. Within three (3) months following the close of the Company’s fiscal year, the
Committee shall submit for approval by the Board of Du-ectors a report detailing
its work for the prior fiscal year. i

CHAPTER VII.- COMPLIANCE AND INTERPRETATION
Article 20.- Compliance

1. The members of the Committee, as well as those of the Board of Directors to the

" extent they are affected, have the obligation to know and comply with these

Regulations, for which purpose the Secretary of the Board of Directors shall
provide all of them with a copy hereof, .

2. In addition, the Committee shall have the obligation to ensure compliance with

these Regulations, adopting appropriate measures for such purpose so that they
are appropriately disseminated among the rest of the organization of Iberdrola and
its Group.

Article 21.- Interpretation of the Regulations

Any question or dispute regarding the interpretation of these Regulations shall be
resolved by majority vote within the Committee itself, and in the absence of such
resolution, by the Chairman of the Committee, who shall be assisted for such purposes

. by such persons as may be appointed by the Board. The Board of Directors shall be
/informed of the interpretation and resolution of the questions or disputes that may have

arisen.
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PREAMBLE

The Board of Directors of Iberdrola, S.A. (hereinafter, “Iberdrola” or the “Company™)
approved a set of Internal Regulations for Conduct in the Securities Markets at its meeting of
July 9, 2003, in compliance with the provisions of Section 78 of Law 24/1988, of July 28, on
the Securities Market (hereinafter, the “LMV™ [Ley del Mercado de Valores]) and related
provisions. ‘ '

On February 20, 2007, the Board of Directors of Iberdrola decided to amend such Regulations
in ‘order to (i) adapt the contents thereof to the modifications introduced by Royal Decree
1333/2005, of November 11, which further elaborates upon the provisions of the LMV in the
area of market abuse, and (ii) update the contents thereof from a technical point of view, such
that the regulation of certain matters could be completed and clarified. For such purposes, the
above-mentioned Board of Directors has approved this restated text of the Internal Regulations
 for Conduct in the Securities Markets (the “Regulations”). '

These Regulations are issued for application thereof to Iberdrola and the companies that are .
- part of the Iberdrola Group, as such term is defined below, in order to protect investors by
promoting transparency rules aimed at avoiding wrongdoing, yet encouraging and facilitating
shareholding by its directors and employees in strict compliance with applicable law.
PRELIMINARY TITLE. DEFINITIONS .

Article 1. Definitions :

For purposes of these Regulations, the following terms shall have the meaning set forth below:

1. Senior Managers: All those managers who report directly to the Board of Directors or to
the Chief Executive Officer of the Company, if any, and in every case, the Director of
the Internal Audit Area.

2. Confidential Documents: Documents, whatever the format thereof, that contain Non-

Public Information.

3. Iberdrola Group: Means Tberdrola and all subsidiaries and affiliated entities which are,
~with respect to the Company, in the situation contemplated in Section 4 of the LMV.

4. - Iberdrola / the Company: Means Iberdrola, S.A., a company domiciled in Bilbao
(Biscay), at Cardenal Gardoqui, 8, with Tax ID Code A-48.010.615.

5. Non-Public Information: All information of a specific nature directly or indirectly
referring to Affected Securities issued by companies belonging to the Iberdrola Group,
or to the Company or its Group, that has not been made public and that, if it is made or
has been made public, could matenally influence or could have appreciably influenced
the price of Affected Securities on a market or organized trading system.
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The information shall be deemed to be of a specific nature if it indicates a series of
circumstances which occur, or may reasonably be expected to occur, or an event that

" has taken place, or may reasonably be expected to take place, when such information is

specific enough to allow for the possibility of inferring the effect that such series of
circumstances or events can have on the prices of Affected Securities or, as applicable,
of the derivative financial instruments related thereto.

In addition, it shall be deemed that information can appreciably influence prices when
such information is the kind of information that could be used by a reasonable investor
as part of the basis for its investment decisions. -

In connection with financial instruments on commodities, Non-Public Information shall
be deemed to be all information of a specific nature, which has not been made public
and directly or indirectly refers to one or more of such derivative financial instruments,
which the users in the markets where such products are traded would expect to receive

.in accordance with market practices accepted in such markets.

In any event, it shall be deemed that users in the markets mentioned in the preceding
paragraph would expect to receive information directly or indirectly related to one or
more derivative financial instruments when the information (i) is regularly made
available to the users in such markets or (i) is mandatorily required to be disclosed by
legal or regulatory provisions, market rules, contracts or customs of the underlying
commodities market or the markét of derivative instruments on commodities in
question.

The provisions .contained in this definition shall apply to negotiable securities or
financial instruments in respect of which an application for trading has been filed with a
market or organized trading system.

Significant Information: 'All information relating to facts, decisions, agreements or
contracts the knowledge of which may reasonably affect an investor’s decision to
acquire or transfer Affected Securities and therefore may have a material influence on
the listing price thereof on organized secondary markets, and which must be made
public pursuant to securities market regulations.

Insiders: Persons who are included in a Registry of Insiders under the provisions of
Article Three below.

Affected Persons: Persons to whom the Regulations apply and who are specified in the
first sub-section of Article Two below.

Persons Subject to Conflict of Interest Rules: Persons to whom Article Eleven applies
and who are specified in the first paragraph of such Article.

Registries of Insiders: Registries governed by the provisions of Article Three below.
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11.  Registry of Affected Persons: Registry governed by the prowsmns of the second sub-
section of Article Two below.

12 Regulations: Restated text of the Intemal Regulations for Conduct in the Securities
Markets of [berdrola and its Group, approved by the Board of Directors of the Company
on February 20, 2007.

13 Unit: Means the Regulatory Compliance Unit, which is the internal body of the
Company entrusted with the duty, among others, of ensuring compliance with the
- Regulations. The composition and duties thereof are set forth in Article Thirteen below.

14.  Affected Securities: (i) negotiable securities issued by the Company and/or entities
within the Company’s Group which have been admitted to trading on an organized
'secondary market; (ii) financial instruments and contracts granting the right to acquire
such securities; (iii) financial instruments and contracts whose underlying assets consist
of the above-mentioned securities, - instruments or contracts; and (iv) securities,
instruments and contracts of entities other than the Company and entities within the
Company’s Group when expressly detennmed by the Unit, in order to best comply with
these Regulations. :

TITLE 1. SUBJECTIVE SCOPE OF APPLICATION AND INCLUSION IN THE
' REGISTRY OF INSIDERS

Article 2. Subjectxve Scope of Apphcalion A
1. These Regulations shall apply to the following persons:

a). .The members of the Board of Directors of the Compaﬁy, including the Secretary -
and the Vice-Secretary, if any, of the Board, and the Senior Managers of the
- Company. :

b) Those persons who, pursuant-td applicable regulations, are designated by the
Unit owing to their habitual and recurring access to information that may be
deemed non-public for purposes of the provisions of these Regulations.

2. Affected Persons shall be included in the corresponding Registry of Affected Persons,
which the Unit shall be responsible for preparing and updating. Such Registry shall
include the following information: (i) identity of the Affected Persons; (ii) reason why
such persons have been included in the Registry of Affected Persons, and (iii) dates of
creation and update of such Registry.

The Repistry of Affected Persons shall be uwpdated immediately in the following cases:
(i) when there is a change in the reasons why a person is included in the Registry; (ii)
when it is necessary to add a new person to the Registry, and (iii) when a person
included in the Registry ceases to have access to Non-Public Information, in which
case, the date on which such circumstance occurs shall be noted.
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The data contained in the Registry of Affected Persons shall be kept for at least five (5)
years following the inclusion or last update thereof.

3 The Unit shall inform Affected Persons of their inclusion in the Registry of Affected
Persons and of the other circumstances provided for in Organic Law 15/1999, of
December 13, on the Protection of Personal Data. -In addition, the Unit shall inform
Affected Persons of the fact that they are subject to the Regulations, of the non-public
nature of the information, of their duty of confidentiality. with respect to such
information, of the prohibition against using it, and of the violations and penalties that,
if applicable, may arise from the improper use of Non-Public Information. The Unit
shall also provide Affected Persons with a copy of these Regulations. ‘

No later than fifieen (15) days after receiving a copy of these Regulations, Affected
Persons must deliver to the Unit a duly signed consent statement, which is attached as™
an annex hereto, wherein they shall also indicate the number and identity of Affected
Securities held by them, pursuant to the provisions of Article Four of these Regulations.

-4. . The Unit shall maintain a copy of the Registry of Affected Pérsons in electronic format,
which shall be made available to the supervisory authorities.

Article 3. Inclusion in the Registry of Insiders

1. The ‘Division or Area that specifically assumes the respansibility of leading a
transaction in which Non-Public Information may be generated for purposes of these
Regulations shall designate a person responsible for creating and keeping up-to-date a
Registry of Insiders, which shall contain the following information: (i) the identity of all
persons who have specific or habitual access to such information; (ii) the reason why
such persons have been included in the Registry of Insiders, and (iii) the dates of
creation and update of such Registry. The person responsible for any Registry of
Insiders shall provide the Unit with a copy thereof. '

Registries of Insiders shall be updated in the same cases as the Registry of Affected
Persons. In addition, the data contained in a Registry of Insiders shall be kept for the
same amount of time as those included in the Registry of Affected Persons, provided,
however, that any Registry of Insiders may cease to be such at the time that the Non-
Public Information that gave rise to its creation is disclosed to the market.

2. The person responsible for a Registry of Insiders shall inform the persons who are
included in any Registry of Insiders of the circumstances mentioned in the third sub-
section of Article Two above. In addition, the person responsible for a Registry of
Insiders shall inform the persons who are included therein of their obligation to inform
him/her of the identity of any other persons to whom Non-Public Information is
provided in the ordinary course of their work, profession or position, in order for such
persons to be included in the Registry of Insiders.

NOTICE. This docurnent is a transiation of a duly approved Spanish-language document, and is provided
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3. The Unit shall maintain a copy of the Registry of Insiders in electronic format, which
shall be made available to the supervisory authorities. ' ' -

TITLE 1. TRANSACTIONS IN AFFECTED SECURITIES
Article 4. Meaning of Transactions in Affected Securities

1. ‘Transactions in Affected Securities shall be deemed to include those transactions which
are carried out by Affected Persons regarding Affected Securities.

" For purposes of the preceding paragraph, transactions shall mean any contracts whereby
Affected Securities are acquired or transferred on the spot or on a forward-or futures
basis or whereby rights 1o acquire or transfer (including call and put options) such
Securities are created, whether on a provisional or final basis, under limited or full
ownershjp terms.

2. For purposes of the provisions of Article Six of these Regulations, Transactions in .-
_ Affected Securities shall be deemed to have been effected by Affected Persons not only
- when they are carried out by such persons directly but also when carried out by any of
" the following persons: (i) the spouses of Affected Persons or any other pérson with
whom such persons have a relationship analogous to marriage pursuant to national
legislation; (ii) their dependent children; (iii) relatives who have been living with them
" or have been in their care for at least one year before the date when the Transaction is
conducted; (iv) any legal entity or trust which is directly or indirectly controlled by
Affected Persons; or which has been created for their benefit; or whose financial -
interests are to a large extent equivalent to those of Affected Persons; or (v) intervening

" persons, which is understood to mean persons who carry out transactions in Affected
Securities in their own name and on behalf of Affected Persons. Such capacity shall be
presumed in the case of those persons whom the Affected Person provides total or
partlal coverage against the risks inherent in the transactions carried out.

3. For purposes of these Regulations, the signing of a portfolio management contract is a
transaction in Affected Securities. Therefore, the following rules shall apply to
contracts signed by the Affected Person or by any of the persons mentioned in the
preceding paragraph:

a)  Information to the manager; The manager shall be informed that the person is
subject to these Regulations and of the contents thereof.

b) Contracts: Discretionary portfolio management contracts shall contain clauses
providing for any of the following conditions: (i) the express prohibition against
the manager carrying out investment transactions in the Affected Securities that
are prohibited by these Regulations, and (ii) an absolute and irrevocable
warranty-to the effect that the transactions will be carried out without the
Affected Persons’ participation, and therefore, exclusively using the portfolio
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for informational purposes only. In the event of any discrepancy between the text of this transhation and 5
the text of the original Spanish-language document which this transiation is intended to reflect, the text of

the original Spanish-tanguage d shall prevail, .




No. 82-03382

manager's professional judgment and in accordance with the criteria generally
applied to customers with similar financial and investment profiles.

c) Authorization: Persons wishing to formalize a discretionary portfolio
management contract must request prior authorization from the Unit, which
shall verify that they comply with the provisions of the preceding paragraph or,
as the case may be, the application of the specific regulations. A denial shall be
duly substantiated.

&) Prior contracts: Contracts formalized prior to the effectiveness of the
Regulations shall be adapted to. the provisions set forth herein. Until such
adaptation is carried out, Affected Persons shall direct the manager not to carry
out any transaction in the Affected Securities.

Article 5. Limitations on Transactions in Affected Secﬁrities
1. Affected Persons may not conduct Transactlons in Affected Secuntles

a) When they have Non-Pubhc Informatlon concerning the Affected Securities or
the issuer of such Affected Securities pursuant to the provisions of Article Seven
of these Regulations.

b) - When expressly determmed by the Unit in order to best comply with these
Regulations.

2. When Affected Persons — other than members of the Board of Directors — have any
questions regarding the Transactions in Affected Securities, they shall submit them to
the Corporate Resources Division, or to any other body of Iberdrola that may in future
assume the duties of such Division, which may forward them to the Unit. Affected
Persons shall refrain from taking any action until they have received an answer to their
inquiry from the Corporate Resources Division or the body of Iberdrola that assumes its
duties. The members of the Board of Directors shall follow the same procedure,
submitting their questions to the Office of the Secretary of the Board, which will make
a decision following consultation, if applicable, with the Unit.

3. Transactions in Affected Securities shall be suspended for the seven (7} days preceding
each presentation of profits or losses, which date shall be previously communicated by
the Unit to the Affected Persons. The Unit may provide that the aforementioned period

~ be greater and also apply the rules on suspension of Transactions in Affected Securities
to other cases in which, because of their nature, such suspenston is advisable, of which
it shall notify the Affected Persons and inform the Audit and Compliance Committee at
the next meeting held by it.
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4. The Unit may resolve that the conduct of any Transactions in Affected Securities or of
Transactions in Affected Securities whose amount- exceeds a certain threshold be
submitted for prior authorization, of which it shall notify the Affected Persons.

Article 6. Notiﬁcatidn of Transactions in Affected Securities

1. Within five (5) business days of carrying out any Transactions in Affected Securities,
Affected Persons shall deliver to the Unit a report indicating the date, the holder, the
type, the volume, the price of the transaction, the number and identity of the Affected
-Securities, the market on which the transaction has been carried out, the name of the
Affected Person or, where applicable, the name of any of the persons mentioned in the
second sub-section of Article Four above, as well as the broker through which the
transaction was effected.

2. Affected Persons — other than‘members of the Board of Directors — shall report to the
Corporate Resources Division, or to the body of Iberdrola that assumes its duties, any
portfolio management contracts executed by them within five (5) business days of the
date of execution, and shall provide the above-mentloned body, on a semi-annual basis,

. with a copy of the information sent to them by the portfolioc manager in relation to the

Affected Securities, including the date, number, price and type of transactions

. conducted. Members of the Board of Directors shall send all notifications to the Office
- of the Secretary of the Board.

3. . The provisions of the foregoing paragraphs shall be deemed to be without prejudlce to
the obligations binding upon Directors and managers to report [information] to the
National Securities Market Commission [Comision Nacional del Mercado de Valores]
(CNMV) and/or to the Stock Exchanges. For purposes of the provisions of this Article, |
manager shall mean any senior-level officer who has habitual access to non-public
information that is directly or indirectly reltated to the issuer and who, in addition, has
the power to adopt management decisions affecting the future development and the
business prospects of the issuer.

The Unit shall inform each of the persons to whom this sub-section applics of the
. obligation to comply with it.

TITLE INIl. TREATMENT OF NON-PUBLIC INFORMATION AND OF
SIGNIFICANT INFORMATION

Article 7. Non-Public Information

1. - The heads of the various Divisions and/or persons in charge of financial or legal
transactions under study or negotiation who receive or generate information that may
qualify as Non-Public Information must report any such circumstance to the Unit on a
case-by-case basis as soon as any such circumstance occurs, by a means which
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adequately ensures the confidentiality of such information. The Unit may or may not
determine the information to be Non-Public Information.

All Affected Persons, as well as Insiders, are required to be aware of and comply with
the regulations and intemal procedures established regarding the confidentiality of Non-
Public Information. In addition, Affected Persons and Insiders shall at all times ensure
that the Non-Public Information to which they havc had access by reason of their duties
is adequatety safeguarded

With respect to Non-Public Information, it shall be required to:

a) Limit knowledge thereof strictly to persons inside or outside the Iberdrola Group
on & need-to-know basis only,

b)  Keep a Registry of Insiders for each transaction, in accordance with th'e-
' provisions of Article Three of these Regulations.

- ¢) Establish security measures for the custody, filing, reproductlon and distribution
of, and access to, the Non-Public Information.

d) Monitor the changes in the market for the Affected Securities and the news
~ reported by professional broadcasters of financial information and media
regarding the Affected Securities.

€) Immediately report to the Unit on the status of a transaction that is currently
under way, or provide a preview thereof, in case of unusual changes in trading
volumes or prices of the Affected Securities and reasonable signs exist that such
changes are the result of the early, partial or distorted disclosure of the
transaction.

H Subject transactions in the company’s stock or financial instruments based
. thereon to measures aimed at preventing investment or divestment decisions
- from being affected by the knowledge of Non-Public Information.

All persons in possession of Non-Public Information are required to refrain from
engaging, whether for themselves or on behalf of others, directly or indirectly, in the
following conduct:

a) Preparing or carrying out any kind of transaction regarding the Affected
Securities to which any such Non-Public Information may refer. This excludes
preparing and carrying out transactions whose existence itself constitutes the
Non-Public Information, as well as transactions effected pursuant to a pending
obligation to acquire or transfer negotiable securities or financial instruments
when such an obligation is contemplated in an agreement entered into before the
person in question has come into possession of the Non-Public Information, or
other transactions effected pursuant to applicable regulations,

NOTICE. This decument is a translation of a duly approved Spanish-language document, and is provided
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b) Disclosing such information to third parties, other than in the normal course of
work, business or duty.

) Recommending a third party to acquire or transfer the Affected Securities or to
have someone acquire or transfer the Affected Securities based on the Non-
Public Information.

Article 8. Coni'identlal Documents

~

1. Affected Persons and Insiders in possession of Confidential Documents shall act
diligently in the use and handling thereof and shall be responsible for their custody and
preservation and for keeping them confidential.

2. Specifically, and without prejudice to any additional measures that may be established
by the Unit, Confidential Documents shall be subject to the following rules regarding
the use, handling and processing thereof:

é)-: * -~ The persons in charge of the custody thereof shall be indicated. Such persons
< - shall be those entrusted with coordination of the work to which the Non-Public - -
- Information refers.

In the case of electronic formats, adequate security mechanisms shall be
established to limit access only to the persons in charge.

b) They shall be marked “confidential,” with an indication that the use thereof is
restricted. In the case of electronic formats, the confidential namre shall be
indicated before the information can be accessed. :

c) o They shall be kept in places set aside for such purposes, and designated rooms,
cabinets, or electronic formats shall be determined for filing purposes and fitted
or equipped with special protective measures.

d) The reproduction of Confidential Documents shall require the authorization of
the Director of the Area in charge of maintaining custody thereof. Recipients of
reproductions or copies shall be advised of the prohibition against obtaining
second copies and using the information for purposes other than those for which
it was disclosed.

e) The distribution of Confidential Documents shall preferably be by means of
hand delivery when they are in hardcopy format. If this is not possible,
protective measures shall be maximized, and the persons in charge of keeping
custody of the Confidential Documents shall be respensible for any such
distribution. If the distribution is in electronic format, exclusive access by the
recipient of the Confidential Documents shall be ensured.

NOTICE. This document is a translation of a duly spproved Spanish-language document, and is provided
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f) - The disposal of Confidential Documents shall be handled in such a way as to
ensure the complete destruction thereof.

3 Divisions that handle Non-Public Information and any others determined by the Unit
shall not allow access to their records, files and computer systems to any person who is
not a member thereof, unless authorized by the Director in the customary decision-
making processes previously established by Company Management.

Article 9. Significant lnformaﬁon

1. All Significant Information shall be immediately reported to the CNMV as soon as the
fact becomes known, the decision has been adopted or the agreement or contract has
been signed, prior to the disclosure thereof by any other means. In addition, any
significant change that has occurred in the Significant Information reported shall be -
disclosed to the market immediately by the same means. The content of the report shall
be truthful, clear, complete and, when so required by the nature of the information,
quantified so as not to lead to confusion or deception. Once reported to the CNMV, the
Significant Information shall be disclosed on the Company’s website.

2. Significant Information shall be reported to the CNMV by the Géneral Secretary and/or
the Secretary of the Board of Directors or, in the absence thereof, by the Vice-Secretary
of the Board or such person as is designated by any of the former. Notice shall be given
to the Unit within the deadlines and in accordance with the formalities established in
applicable regulations.

3. This duty of information shall not apply, provided that due confidentiality safeguards

: are maintained, to acts of analysis, preparation or negotiation prior to the adoption of
decisions regarded as sig:iiﬁcént. In particular: (i) ongoing negotiations, or
circumstances related thereto, when the outcome or normal progress of such
negotiations may be affected by the public dissemination of the information, as well as
(ii) the decisions adopted or the agreements entered into by the Company’s management
decision-making body which require the approval of another body of the Company or of
the Iberdrola Group to become effective, whenever the public dissemination of the
information prior to such approval may jeopardize the correct assessment of the
information by the market.

Notwithstanding the foregoing, the Company shall immediately disseminate the
information if it cannot guarantee the confidentiality thereof.

4. The Company shall not combine, in a manner that may be deceptive, the disclosure of
Significant Information to the market with the commercialization of its activities.

5. Meetings of a general nature with analysts, invéstors or the media shall be planned in
advance so as to ensure that persons participating in any such meetings do not disclose
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Significant hfomaﬁon that has not been previously disclosed to the market as
indicated in this article. '

Article 10. Manipulation of Market Prices

1. Affected Persons and Insiders shall refrain from preparing or engaging in any type of
practice that distorts the free formation of prices on securities markets.

2. ‘Such transactions or orders include:

‘a) Transactions or orders thai provide or may provide false or misleading signs
regarding the supply, demand, or price of negotiable securities or financial
instruments. ' '

b) Transactions or orders that assure, through the concerted action of one or more
persons, the price of one or more financial instruments at abnormal or artificial
levels, unless the person who has engaged in the transactions or issued the
orders can show legitimate reasons which are consistent with accepted market
practices in the regulated market in ngétionl '

¢)  Transactions or orders that use fictitious devices or any other form of deception
or scheming,

d) *  Transactions or orders that involve the disclosure of information through-the'
media, including the Internet, or through any other medium, providing or which
may provide false or misleading signs conceming financial instruments,
including the spreading of rumors and false or misleading news, when the

. person disclosing them knows or should have known that the information was-
_false or misleading.

3. The following acts shall also be deemed to amount to practices that distort the free
formation of prices:

a) The acts of a person or of several persons acting in concert directed at ensuring

' for themselves a dominant position on the supply of or demand for a security
financial instrument, resulting in the direct or indirect establishment of purchase
or sale prices or other non-equitable trading conditions.

b) The sale or purchase of a security or financial instrument at the close of the
market with the effect of misleading investors who act on the basis of closing
prices.

c) Taking advantage of the occasional or periodic access to traditional or electronic
media by expressing an opinion regarding a security or financial instrument or,
indirectly, the issuer thereof, after having taken positions on such security or
financial instrument and having thus benefited from the repercussions of the
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opinion expressed on the price of such security or financial hlsfrmnent, without
having simultaneously disclosed such conflict of interest to the public opinion in
an adequate and effective fashion.

TITLE 1V. CONFLICTS OF INTEREST

Article 11. Conflicts of Interest

L

The provisions of this Article shall apply to Persons Subject to Conflict of Interest
Rules, which term includes both Directors of the Company and Senior Managers and
those persons designated by the Unit'in view of the possibility that they be subject to
potential conflicts of interest by reason of the position they hold at the Company or in
its Group. The Unit shall inform such persons of their status as Persons Subject to
Conflict of Interest Rules. ' :

A conﬂnct of interest shall be dcemcd to be any situation in which the interests of the

‘Company or of the companies forming part of the Tberdrola Group directly or indirectly

clash with the personal interest of the Person Subject to Conflict. of Interest Rules. A
personal interest of the Person Subject to Conflict of Interest Rules shall be deemed to
exist when the matter affects such person or another person related thereto:

Directors of the Company shall be governed in this field by the provisions of the
Regulations of the Board of Directors and the rules that the Board of Directors may
have made by way of implementation of such Regulations of the Board of Directors.

Persons Subject to Conflict of Interest Rules other than the Directors of the Company
shall comply with the followmg general operatmg prmcxples

a) Independence: Persons Subject to Conflict of Interest Rules must at all times act
with independent judgment, with loyalty towards- the Company and its
shareholders and regardless of their own or third parties’ interests. Accordingly,
they must refrain from giving priority to their own interests at the expense of
those of the Company.

b) Abstention: Persons Subject to Conflict of Interest Rules must refrain from
participating in or influencing the making of decisions that may affect the
persons or entities with which a conflict exists and from accessing confidential

" information affecting such conflict.

c) Communication: Persons Subject to Conflict of Interest Rules must notify the
Corporate Resources Division of the Company of the conflicts of interest to
which they are subject.

The provisions of this Article may be further elaborated upon by corresponding rules
approved by the Board of Directors of the Company.
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Article 12, Transactions with Persons Subject to Conflict of Interest Rules

Transactions between the Company or the companies forming part of its Grbup and any of the
Persons Subject to Conflict of Interest Rules shall be carried out under arm’s length conditions
and in compliance with such other rules as may be made by the Board of Directors of the
Company by way of elaboration upon the provisions of this Article.

TITLE V. REGULATORY COMPLIANCE UNIT
Article 13. Regulatory Compliance Unit

1. The Unit, a collective body reporting to the Office of the General Secretary, shall
consist of the following members: the General Secretary, who shall preside over the
Unit, the Director of Regulatory Compliance, who shall be the Director of the Unit and
shall be appointed by the General Secretary of the Company, to whom he shall report,
and at least one representative of each of the following Divisions-of the Company: (i)." -
the Strategy Division; (ii) the Economic and Financial Division; (iii) the Corporate "~
Résources Division; and (iv) the Monitoring Division, ot such bodies of Iberdrola asv " -
may in future assume the duties of such Divisions. The appointment or removal of the "
Direcior of the Unit shall be reported to the Audit and Compliance Committee. In -
addition, a Secretary of the Unit shall be appointed, who need not be any of the persons
mentioned in this paragraph, whose duties shall include, among others, preparing the
minutes of the meetings of the Unit, - .

2.. The Secretary Genera!l or the Director of the Unit may call other managers of the
~ Company to attend the meetings of the Unit or seek their opinion at any time..

3. The Unit shall ensure that these Regulanons are observed, and its functions shall
mclude

a) Promoting the awareness by Affected Persons and by the Iberdrola Gmup in
general of these Regulations and other rules governing conduct with respect to
the Securities Markets.

b) Answering any questions or queries that may arise in connection with the
content, interpretation, application or fulfillment of these Regulations that may
be raised by the Corporate Resources Division or the Office of the Secretary of
the Board, without prejudice to the possibility of submitting any questions to the
Board of Directors.

c) Determining the persons who are to be considered Affected Persons for
purposes of these Regulations pursuant to the provisions of Article Two.

d) Preparing and updating the Registry of Affected Persons as provided in Article

Two above.
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€) Informing the Affected Persons of their inclusion in the Registry of Affected
Persons and of the other circumstances referred to in the third sub-section of
Article Two above.

f) Keeping a copy of the Registry of Affected Persons and of the Registries of
Insiders in electronic format available to the supervising authorities, as provided
in Articles Two and Three above.

g) Detenﬁining the securities, instraments and contracts which are to be considered
Affected Securities for purposes of these Regulations pursuant to the provisions
of sub-section fourteen of Article One.

h) Determining the Transactions in Affected Securities deemed to be prohibited
pursuant to the provisions of letter b) of the first sub-section of Article Five.

i) Determining the information to be considered as Non-Public Information for
purposes of these Regulations pursuant to the provisions of Article Seven.

) Establishing and moc!ifying_ cﬁteﬁé; definitions and procedures in connection
with the duties and obligations prescribed in these Regulations when deemed
necessary for a correct interpretation and implementation hereof.

k). Determining the reéuiéted-access records, files and electronic systems for the’

purpose of using, prdéessihg and handling Non-Public Information pursuant to
the provisions of letter ¢} of the second sub-section 'of Article Eight.

) - Identifying those persons, other than Directors of the Company and Senior
Managers, who must. be included.in the concept of Persons Subject to Conflict
of Interest Rules pursuant to the first sub-section of Article Eleven above.

m)  In genenal, developing the procedures and rules deemed appropriate for the
application of these Regulations.

The Unit may request of the Corporate Resources Division, as well as of any other
Division of Iberdrola, such data and information as it deems necessary for the
performance of its duties.

The Unit shall inform to the Audit and Compliance Committee of the measures taken to
promote knowledge of and ensure compliance with these Regulations and the applicable
rules and regulations concerning the Securities Market at least on a quarterly basis, and
whenever it may see fit or be required to do so.

In addition, the Unit shall notify both the Office of the Secretary of the Board of
Directors and the Corporate Resources Division or the body of Iberdrola that assumes
its duties of the’ conclusions and resolutions adopted by it in the performance of its
duties.
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7. The Unit rﬁay include in the Company’s Intranet a website to which all Affected
Persons and the persons included in a Registry of Insiders will have access and which
shall contain at least the following documents:

a)  The Regulations.
b) The rules implemenﬁng the Regulations.

) A déscription of the interpretations of aspects of the Regulations that have given
rise to questions. :

d) The forms required to seek authorizations or  make any mandatory
communications. ‘

TITLE VI. BREACH AND EFFECTIVENESS OF THESE REGULATIONS -
Article 14, Breach

Failure to comply with the provisions of these Regulatlons shall have the consequences
provided for by applicable law. :

Article 15, Eﬂ'ectiveness

These Regulatlons shall take effect thirty (30) days after satisfaction of the condition precedent
upon which the approval hereof has been made contingent by the Board of Directors.
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ANNEX

INTERNAL REGULATIONS FOR CONDUCT IN THE SECURITIES MARKETS OF
IBERDROLA, S.A. AND ITS GROUP OF COMPANIES

Consent Statement

To the Regulatory Compliance Unit .-

- (with a copy to the General Secretary, Secretary of the Board of Iberdrola, S.A. or the”
‘ Corporate Resources Division, if applicable)

7o The undersigned, ... s rssssssans ereeserereesarrrnerseratan h ereby declares that

~he/she has received a copy of the restated text of the Internal Regulatlons for Conduct in the
Securities Markets (the “Regulations™) and expressly states that he/she is in agreement with the
rules contained therein.

.- Moreover, thc undersigned declares that he/she -directly or mdu'ectly holds the folIowmg
Affected Securities (as such term is defined in the Regulations):

Nature and NUMbEr Of SECURES: -..........ovovooeoeeececeooeeerereereesssessfoesemenneee
© Issuing entity: ....coccvevreiinie e e bbb r s e b s s sanns
In addition, the undersngned declares that he/she has been informed:

(i) That the improper use of the non-pubhc information to Wthh he/she may have access
might amount to a very serious infringement provided for in Section 99 o) of Law
24/1998, of July 2B, on the Securities Markets (“LMV™), a serious infringement
contemplated in Section 100 x) of such Law, or the crime of abuse of non-public
information in the stock exchange market contemplated in Section 285 of Organic Law
10/1995, of November 23, approving the Criminal Code.

(i)  That the iroproper use of non-public information may be punished in the manner
provided by Sections 102 and 103 of the LMV and by Section 285 of Organic Law
10/1995, of November 23, approving the Criminal Code, with fines, public reprimands,
removal from office and imprisonment.

Finally, pursuant to the provisions of Organic Law 15/1999, of December 13, on the Protection
of Personal Data, the undersigned has been informed that his/her data of a personal nature
contained in this statement and on occasion of the notifications made in compliance with the
Regulations shall be included in a computer file of ..........coovvriniircii , who
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is responsibie for such file, domiciled at ........ e —— ..., in order to comply with
the provisions of the Regulations. ‘ :

In addition, the undersigned declares that he/she has been informed that he/she may exercise
the rights of access, rectification, deletion or opposition, based on the provisions of applicable
law in connection therewith, by contacting in writing the person responsible for the file.

Slgned‘ RS S PON
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the original Spanish-language document shall prevail, .
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UPCOMING EVENTS
i ) T

IBERDROLA’s Net Electncny Production (provisional) (4

; April 26™, More details will be provided. |

january - March 2007

1 GWh T % Weight 7 Vs 2006

Hydro : . 113.3%

Nuclear 6,509 35.7% -2.3%

Coal -~ =~ 1,212 6.7% -28.6%

Fuel-Oil 15 0.1% -97.3%

Combined Cycle” "+ =57 % "2719F ° 14.9%{ ° -33.0%
| Cogeneration 430 14.7%

Renewables i 35t SR gl 1y 2,725 |50 o 2%0%

Tvnd T R LT K =

O 8,208 00.0° A
Demand. - . - 26,756 2.0% P
Hydro Reservoir levels at 03.31.07 {7,154 GWh {(63.4%) o - .
LATAM ~ GWh | % \Weight Vs 2006 seong i
Hydro . . <
Combined Cycle 6,161 94.1% 22.4% T on
Coeneratlon ) . e s I

s

oW vea00 =
TOTAL NET PRODUCTION 24,752
TOTAL DEMAND 34,010

(*}Preduction scorded 1o the comclidation method ured

Spanish Energy Balance (Provisional. Source: Red Eléctrica de Espafia, S.A.)

January - March 2007

Hydro 8,857 - 55.3%
Nuclear 15,743 -2.0%
Coal 16,798 -9.2%
Fuel-Oil 554 -69.8%
Combined Cycle. . - . .« |- 13,965 -13:1%
») . P . . . . s o g 0
Own consumption . -2,097 -11.3%
Special Regime 15,307 11.8%
NET PRODUCTION 69,126 -{.5%
Pumping consumption -1,229 -16.0%
International Exchanges -407 N/A
DEMAND IN TRANSMISSION 67,491 1.8%

Wholesale Market data

jan. - March 2007
" | Total Markets average price (€ / MWh} (%) 40,82
tberdrola‘s total market share (%) 26.45%

(") Capacity payments not inchuded.
(*")iberdrola’s total Production over Total Demand in Spaln

Investor Relations Tomds Redondo, 1 28033 Madrid
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) 00 Q) 00

Hydro p e 8,8191 - 35.8% 54 8,842 33.9%
Nuclear ‘ 3,344 13.6% 3,344 12.8%
Coal ) 1,2531 5.1% - 01,253 4.8%
Fuel-Qil 2,889 11.7% 2,889 11.1%
Combined Cycle® »." - . Yof . 4,0000: 16:3%: v 4, 8000 18.4%
Cogeneration 387 1.6% ' 404 1.5%
Renewables™ Sdse 0 <8 P o 3,9144:0715.9% [6¢4£4;5528  17.5%

DTA 606 00.0% 26,084 100.0%

COMW 7 9% Weight
Hydro . 299 9.1%

. 4. % Weight”
307 6.9%
Combined Cycle —2,897]  88.1% 2,018] _ 60.9%

Cogeneration 93 2.8% 93 2.1%
OTAL 3,289 100.0% 4,418 100%

Hydro

Nuclear 55 8o Ve A 0 3,
Coal
FUBlOQIL i b, W LRt gl

Combined Cycle
Cogeneration ¥~ #5 « "7 T
Renewables )
TOTAL INSTALLED CAPACITY 27,895 100.0%

2553]  14.9%
30,502 100%

IBERDROLAs Emissions Indicators {provisional)

C02 emissions over the period (gr. CO2 /KWh): Total 247 - - 188

C02 emissions over the peried {gr. CO2 /KWh}: Spain 212 .. 133
Emission-free production: total (GWh) 11,301 14,095
Emission-free production; Spain {GWHh) 11,071 © 13,832
Ratio of emission-free production to total production (%) - 48.8% - 56.9%
Ratio of emission-free production in Spain to total production (%) 62.3% 76.0%
Total emission-free installed capacity: Total (MW} 16,376 17,045
Total emissian-free installed capacity: Espafia (MW) 16,077 16,738
Emission-free installed capacity: Total (%) ' 58.7% 55.9%
Emission-free installed capacity: Espania (%) 65.3% - 64.2%

Investor Relations Tomds Redondo, 1 28033 Madrid
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Stock Market

[berdrola {bex 35 EuroStoxx Utilities
b

‘Max (Date) . . |3 329007) 14,915.8 (0219/07):| 533.06 ©2/07/07). ..*
Min (Date) ©:°  [37:93-01800° 13,602.4 w3nann |493.22 w3wson”
Quartely Change 6.85% - 3:5% 2.13%

Iberdrola, lbex35 & EuroStoxx Utilities in 2007
(January 1 - March 31) '

Lo

105 7 va A : /.JV\_
PR oo™ R A
e V24

95

— Iberdrola = [BEX 35 —— EUROSTOXX Utilities

Dividend Information

Market Capitalization ©331/07) Gross Interim (0102/07) 0.450
P/E tprice at 03/31/07 /EPS 06) . 19.2| | Gross Additional tw be paid 07/02/07) 0.613
P/BV {price at 03/31/07 / Equity 06) 3.0} | Dividend Yield {Div. paid / Close price 06) ] 3.21%

Investor Relations Tomds Redondo, 1 28033 Madrid
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IBERDROLA

IBE-WATCH
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2006

Vs, 2005 (%)

Cross Margin - ,800, 7.
{ EBITDA 3,889.7 +15.2
EBIT = . ; 2,654.5 L +17.3
Profit before taxes 2,386.2 +21.9
Netprofits e s" 1,660.3 3% - #- P00 - T
Vs, 2005
Total Assets 33,061 42,582
Equity =~ 10,567 J+1,152°
Net Debt Adjusted m) 13,119 +908
Capex 2,899 +698
{1} Includes the amounts corresponding to the tariff insufficiency: €1,341 million as at December 2005 and €572 million cortespu‘nding to 2006,
00 00
1EPS . 1.84 1.53
CFPS 2.93 2.60
Gearing 55.4 56.5

{23 Net debi/Net debt + Shareboldes™s equityh. Includes financing of the taniff insufficiency. ey including this issue, leverage as ai December
2005 would stand at 53.6% and at 54.3% in Dedember 2006.

i - Outloo
S&P A ) Credit watch negative
Moody's A2 Credit watch negative
Fitch AA- Credit watch negative

NOTE: Since the asset acquisition agreement signed with Gas Natural, S&P, Moody s and Fitch put the ratings of IBERDROLA's Senior Debi on
*credit watch with negative implications™, “review for a possible downgrade™ and “credit watch negative (RWHNJ", respectively.

In February 2006, Fitch upgraded IBERDROLA's rating from A+ to AA- as a result of a change in its method of znalysis, and S&P downgraded it
in December 2006 from A+ to A, following the announcement of the transaction with ScottishPower,

Sustainability

b sustainability
Dow Jones Sustainability World Index 06
Dow Jones Sustainabili ility Stoxx Index 06

74 points / Sustainability { eaders Group
74 points / Sustainability Leaders Group -

Climate t.eadership Index

Only uiility in Spain to be included in the index

Storebrand Investment SRi

Best in Class, 2nd global utiity

OEKOM

B- / Group of leaders: Top Spanish company. Top 3 in the Worldwide Utilities

Global 100 Most Sustainable Corporations in lhe Wo

IBERDROLA among the 100 most sustainable companies in the world

Global Roundtable on Climate Change g

IBERDROLA one of the developers .

Pacific Sustalnability index {Psly

Group of leaders: Among the top 3'in the Energy. & Utilities Wmtegory K

Bussiness Week-€limate. Group - “{&3‘ AN

V49 Group of leaders: ’Among the top.3 in' the ranklng 3?‘111051 outstand ing companiés. .=

IN NOVEST

CR- Risk. Unlversu'y Hamburg & SRI Deutsche Bank

30.5 pmﬁts IBERDROLA in Ieadlng Group in uilities

EIRIS - Evaluator of FTSE4GOOD

Carporate reputation

MERCO

Carporate pavernance

FTSE 1S5 Corporate Governance Index {CGI)

IBERDROLA is in the process of evaluation

Index Ranking 76,4. Industry Ranking 71,4.

Investor Relations Tomas Redondo, 1

28033 Madrid
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LEGAL NOTE
" This communication does not constitute an offer to purchase, sell or exchange or the solicitation of an offer
to purchase, sell or exchange any securities. The shares of Iberdrola S.A. may not be offered or sold in the

" United States except pursuant to an effective registration statement under the Securities Act or pursuant to a

valid exemption from registration.” '

Investor Relations Toméas Redondo, 1 28033 Madrid
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' 7D
Comisién Nacional del Mercado de Valores. KL L g A
ol ) &\ ‘i
To the attention of: Manuel Mas Sirvent TR R
Market Area Manager TR TSR o

Madrid

Subject: Significant event
Dear Sirs,
We hereby communicate that IBERDROLA, S‘.A.. according to the authorisation

l granted by the Sharehotders meeting held on 29" March 2009, has carried out the
-following share transactions of own shares on the trading session of 3™ April 2007.

Date Purchase (P} / Sale (S) Number of shares Price
03/04:2007 S 10,000 36.85
03/04/2007 S 20,000 36.88
03/04/2007 S 10,000 36.90
03/04/2007 s 20,000 36,95
03/04/2007 S 10,000 36.98
03/04/2007 S 55,000 37.00

Resulting from these transactions, own portfolio level attains to 0.59% of the share
capital of the Company.

This information is hereby made public in compliance with Rule 8 of the Mergers
and Acquisitions Code of the city of London.

Madrid, 4th April 2007
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IMPORTANT INFORMATION

This communication does not constitute an offer to purchase, sell or
exchange or the solicitation of an offer to purchase, sell or exchange any
securities or the solicitation of any vote or approval in any jurisdiction
with respect to the proposed offer (the “Offer”) by Iberdrola S.A. '
(“Iberdrola”) of ScottishPower plc (“ScottishPower”) ordinary shares, nor
shall there be any purchase, sale or exchange of securities or such
solicitation in any jurisdiction in which such offer, solicitation or sale or
exchange would be unlawful prior to the registration or qualification
under the laws of such jurisdiction. The shares to be issued in
connection with the proposed Offer may not be offered or sold in the
United States except pursuant to an effective registration statement
under the Securities Act or pursuant to a valid exemption from
registration. : "

If and when Iberdrola commences the Offer for the ordinary shares.of
ScottishPower and the Offer is implemented by way of a Scheme of
Arrangement under the U.K. Companies Act 1985, as amended (the
“Scheme”), any securities of Iberdrola issued to existing ScottishPower
shareholders in connection with the Offer will not be registered under
the U.S. Securities Act of 1933, as amended (the "Securities Act”), but

‘will be issued in reliance on the exemption provided by Section 3(a)(10)

thereof, and ScottishPower will furnish the Offer document to the SEC
under cover of a Form 6-K. Under U.S. securities laws applicable to -
such circumstances, ScottishPower shareholders and holders of -
ScottishPower ADSs who are affiliates of ScottishPower or Iberdrola
prior to, or wili be affiliates of Iberdrola after, the effective date of the
Offer will be subject to certain U.S. transfer restrictions relating to any
Iberdrola shares received in connection with the Scheme.

Loan notes that may be issued in connection with the Offer have not
been and will not be registered under the Securities Act or under the
relevant securities laws of any state or territory or other jurisdiction of

“the United States. Accordingly, ioan notes may not be offered or sold in

the United States, except in a transaction not subject to, or in reliance
on an exemption from, the registration requirements of the Securities
Act and state securities laws.

If and when Iberdrola determines to commence the Offer by way of a

takeover offer under The City Code on Takeovers and Mergers of the
United Kingdom (the “Takeover Offer”) rather than the Scheme,
Iberdrola will, to the extent that the shares issued in connection with
the proposed Takeover Offer are required to be registered in the United
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States, file a registration statement on Form F-4, which will include a
prospectus, with the United States Securities and Exchange Commission
- ("SEC"). Investors are strongly advised to read the documents
that will be made available to them, including the registration
statement and prospectus, if and when available, and any other
relevant documents made available to them and/or the SECor
other applicable regulatory authorities, as well as any
amendments or supplements to those documents, because they
will contain important information regarding Iberdrola,
ScottishPower, the Offer and any Takeover Offer. ScottishPower
shareholders should also read the related _ ,

" solicitation/recommendation statement on Schedule 14D-9 that
.may be filed with the SEC by ScottishPower relating to the Offer.
If and when filed, investors may obtain free copies of the registration
statement, the prospectus as well as other relevant documents filed with
the SEC, at the SEC’s web site at www.sec.gov and will receive
information at an.appropriate time on how to obtain these transaction-
related documents for free from the parties involved or a duly appointed
agent.

.The distribution of this communication may, in some countries, be
restricted by law or regulation. Accordingly, persons who come into
possession of this document should inform themselves of and observe
these restrictions. To the fullest extent permitted by applicabie law, the |
companies involved in the proposed Offer disclaim any responsibitity or

liability for the violation of such restrictions by any person.

The issued shares related to the offer cannot be offered or sold in the
USA, except by means of a effective notification statement, as provided
by the Securities Act or, in consideration of a valid exemption of the
notification obligation.
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Comision Nacional del Méercado de Valores. | _ REC Thy ED

. . . ‘ - ,r\ :1 ‘"

To the attention of: Manuel Mas Sirvent S '8 A 3 on
Market Area Manager _ oy .
‘Madrid - ' ' SURE DR TR

. Additional communications regarding IBERDROLA'’s 6peration for ScotlishPo_wer.
Dear Sirs,

- In relation to the operation announced by IBERDROLA, S.A. for ScottishPower,
‘BBVA hereby communicates the IBERDROLA, S.A. share transactions on the
grounds of a discretionary management of the clients’ /- investors’ funds on the
indicated date.

' Type of transaction Number of shares’ Price Date
PURCHASE 26,500 33.53 03/04/2007
PURCHASE 37,599 37 03/04/2007
SALE 428 35.47 03/04/2007
SALE 572 3548 03/04/2007
CLEARANCE . 15,216 - 03/04/2007
(*) Portfolio clearance from another entity
Product name Type of Number of shares to | ~ Strike Class Date of Maturity
™ transaction which the derivative price (American / | transaction date

) refers European)

This information is hereby made public in compliance with Rule 8 of the Mergers
and Acquisitions Code of the city of London.

Madrid, 4th April 2007
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We hereby communicate that IBERDROLA S.A., according to the authorisation
granted by the Shareholders meeting held on 29" March 2009, has carried out the
following transactions of own shares on the trading session of 4th April 2007.

Date Purchase (P) / Sale (S) Number of shares Price
04/04/2007 . S 10,000 36.85
04/04/2007 S 5,000 36.88
04/04/2007 s 6,000 36.90
04/0472007 S 4,000 36.96
0470472007 S 20,555 3698
04/04/2007 S 15,000 3100
04/04/2007 S 15,000 37.06

.1 04/04/2007 S 25,000 3735

- Resulting froni these transactions, its own portfdlio level attains to 0.57% of the
share capital.

This information is hereby made public in compliance with Rule 8 of the Mergers
and Acquisitions Code of the city of London.

Madrid, 4th April 2007
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IMPORTANT INFORMATION

This communication does not constitute an offer to purchase, sell or
exchange or the solicitation of an offer to purchase, sell or exchange any
securities or the solicitation of any vote or approval in any Jurlsdlct|on
with respect to the proposed offer (the “Offer") by Iberdrola S.A.
(“Iberdrola”) of ScottishPower plc (“ScottishPower”) ordinary shares, nor
shail there be any purchase, sale or exchange of securities or such
solicitation in any jurisdiction in which such offer, solicitation or sale or
exchange would be untawful prior to the registration or qualification
under the laws of such jurisdiction. The shares to be issued in
connection with the proposed Offer may not be offered or sold in the
United States except pursuant to an effective registration statement
under the Securities Act or pursuant to a valid exemptlon from
reglstratlon

If and when Iberdrola commences the Offer for the ordinary shares of
ScottishPower and the Offer is implemented by way of a Scheme of
Arrangement under the U.K. Companies Act 1985, as amended (the
“"Scheme”), any securities of Iberdrola issued to existing ScottishPower
shareholders in connection with the Offer will not be registered under
the U.S. Securities Act of 1933, as amended (the "Securities Act”), but
"will be issued in reliance on the exemption provided by Section 3(a)(10)
thereof, and ScottishPower will furnish the Offer document to the SEC
under cover of a Form 6-K. Under U.S. securities laws applicable to
such circumstances, ScottishPower shareholders and holders of -
ScottishPower ADSs who are affiliates of ScottishPower or Iberdrola
prior to, or will be affiliates of Iberdrola after, the effective date of the
Offer will be subject to certain U.S. transfer restrictions relating to any
Iberdrola shares received in connection with the Scheme.

Loan notes that may be issued in connection with the Offer have not
been and will not be registered under the Securities Act or under the
relevant securities laws of any state or territory or other jurisdiction of

" the United States. Accordingly, loan notes may not be offered or sold in
the United States, except in a transaction not subject to, or in reliance
on an exemption from, the registration requirements of the Securities
Act and state securities laws.

If and when Iberdrola determines to commence the Offer by way of a
takeover offer under The City Code on Takeovers and Mergers of the
United Kingdom (the “Takeover Offer”) rather than the Scheme,
Iberdrola will, to the extent that the shares issued in connection with
the proposed Takeover Offer are required to be registered in the United
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States, file a registration statement on Form F-4, which will include a
prospectus, with the United States Securities and Exchange Commission
("SEC"). Investors are strongly advised to read the documents
that will be made available to them, including the registration
statement and prospectus, if and when available, and any other
relevant documents made available to them and/or the SEC or
other applicable regulatory authorities, as well as any
amendments or supplements to those documents, because they
will contain important information regarding Iberdrola,
ScottishPower, the Offer and any Takeover Offer. ScottishPower
shareholders should also read the related . _
- solicitation/recommendation statement on Schedule 14D-9 that
.may be filed with the SEC by ScottishPower relating to the Offer.
If and when filed, investors may obtain free copies of the registration
statement, the prospectus as well as other relevant documents filed with
the SEC, at the SEC’s web site at www.sec.gov and will receive
information at an.appropriate time on how to obtain these transaction-
related documents for free from the parties involved or a duly appointed
agent.

-The distribution of this communication may, in some countries, be
restricted by law or regulation. Accordingly, persons who come into
possession of this document should inform themselves of and observe
these restrictions. To the fullest extent permitted by applicable law, the
companies involved in the proposed Offer disclaim any responsibility or
liability for the violation of such restrictions by any person.

The issued shares related to the offer cannot be offered or sold in the
USA, except by means of a effective notification statement, as provided
by the Securities Act or, in consideration of a valid exemption of the
notification obligation.
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04 April 2007

FORM 8.1

DEALINGS BY OFFERORS, OFFEREE COMPANIES OR THEIR ASSOCIATES
FOR THEMSELVES OR FOR DISCRETIONARY CLIENTS
(Rules 8.1(a) and (b)(i) of the Takeover Code)

KEY INFORMATION
Name of person dealing (Note 1)
Company dealt in

Class of relevant security to which the dealmgs Ordinary shares of €3.00 each

being disclosed relate {Note 2)
Date of dealing

Ignacio Sanchez Galdn -
Iberdrola, S.A.

02 April 2007

INTERESTS, SHORT POSITIONS AND RIGHTS TO SUBSCRIBE
(a) Interests and short positions (following dealing) in the class of relevant security dealt in (Note 3)

(1) Relevant secﬁr_itics
(2) Derivatives (other than options)

(3) Options and agreements to purchase/sell
Total

Long
Number
471,204

471,204

(0.052%)

Short

(%) Number (%)
(0.052%)

(b) Interests and short positions in relevant securities of the company, other than the class dealt in (Note

3)
Class of relevant security:

(1) Relevant securities _
(2) Derivatives (other than options)

(3) Options and agreements to purchase/sell
Total

(c) Rights to subscribe (Note 3)
Class of relevant security:

DEALINGS_(Note 4)

{a) Purchases and sales
Purchase/sale
Purchase

Lon g

Number

Details

Number of securities
1,000 -
2,000
3,000

Short

(%) Number (%)

Price per unit (Note 3)
3548 Eur
35.50 Eur
35.54 Eur



(b

(©)

D

(ii)

@

9,000
6,000
2,965

40,300

1,500
2,500
3,500

7,500

|

Derivatives transactions (other than options)
Product name, Long/short

(Note 6) (Note

Options transactions in respect of existing securities.

. Writing, selling, purchasing or varying

Product Writing, Number of  Exercise
name, selling, securities  price
e.g. call purchasing, to which
option varying etc. the option

relates

(Note 7)

Exercising

Product name, e.g. call option Number of securities

Other dealings (including new securities) (Note 4)
Nature of transaction (Note 8) Details

OTHER INFORMATION .
Agreements, arrangements or understandings relating to options or derivatives

6,980
1,500
4,000
4,051

7
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35.58 Eur
35.61 Eur
35.67 Eur
35.70 Eur
35736 Eur
35.79 Eur
3583 Eur
35.91 Eur
35.98 Eur
36.05 Eur .
36.08 Eur
36.15 Eur

Number of securities  Price per unit

(Note 5)

Type, e.g.  Expiry Option

American, date money

European : paid/received

etc. per unit
(Note 5)

Exercise price per unit (Note 5)

Price per unit (if applicable)
(Note 5) '

Full details of any agreement, arrangement or understanding between the person disclosing and any other

person relating to the voting rights of any relevant securities under any option referred to on this form or

relating to the voting rights or future -acquisition or disposal of any relevant securities to which any

derivative referred to on this form is referenced. If none, this should be stated.
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Is a Supplemental Form 8 attached? (Note 9) NO

Date of disclosure : ‘ - . 04 April 2007

Contact name ' : Enam Miah

Telephone number +44 (0)207 6780258

Name of offeree/offeror with which associated Iberdrola, S.A.

Specify category and nature of associate status (Note 10) Director of offeror -
*Notes

The Notes on Fi or_‘#t_ 8.1 can be viewed on the Takeover Panel’s website at www.thetakeoverpanel.org.uk

IMPORTANT INFORMATION

This communication does not constitute an offer to purchase, sell or exchange or the solicitation of
an offer to purchase, sell or exchange any securities or the solicitation of any vote or approval with
respect to the proposed acquisition by Iberdrola S.A. of ScottishPower plc {the *Acquisition”), nor
shall there be any purchase, sale or exchange of securities or such solicitation in any jurisdiction in
which such offer, solicitation or sale or exchange would be uniawful prior to the registration or
qualification under the laws of such jurisdiction.

If and when Iberdrola S.A. commences the Acguisition for the ordinary shares of ScottishPower. plc
and the Acquisition is implemented by way of a scheme of arrangement under the U.K. Companies
Act 1985, as amended (the *Scheme”), any securities of Iberdrola S.A. will not be registered under
the U.S. Securities Act of 1933, as amended {the “Securities Act™), but will be issued in reliance on
the exemption provided by Section 3{a)(10) thereof, and ScottishPower pic will furnish the
acquisition document to the SEC under cover of a Form 6-K. If and when lberdrola S.A. determines to
commence the Acquisition by way of a takeover offer under The City Code on Takeovers and Mergers
of the United Kingdom {the "Offer”) rather than the Scheme, Iberdrota S.A. will, to the extent that the
shares issued in connection with the proposed Acquisition are required to be registered in the United
States, file a registration statement on Form F-4, which will include a prospectus, with the United
States Securities and Exchange Commission (“SEC”). Investors are strongly advised to read the
documents that will be made available to them, including the registration statement and prospectus,
if and when available, and any other relevant documents made available to them and/or the SEC or
other applicable regulatory authorities, as well as any amendments or supplements to those
documents, because they will contain important information regarding lberdrola S.A., ScottishPower
plc, the Acquisition and any Offer. ScottishPower shareholders should also read the related
solicitation/recommendation statement on Schedule 14D-9 that may be filed with the SEC by
ScottishPower relating to the Acquisition. If and when filed, investors may obtain free copies of the
registration statement, the prospectus as well as other relevant documents filed with the SEC, at the
SEC's web site at www.se¢.gov and will receive information at an appropriate time on how to obtain
these transaction-retated documents for free from the parties involved or a duly appointed agent.

The distribution of this communication may, in some countries, be restricted by law or regulation.
Accordingly, persons who come into possession of this document should inform themselves of and
observe these restrictions. To the fullest extent permitted by applicable law, the companies involved
in the proposed Acquisition disclaim any responsibility or liability for the viclation of such restrictions
by any person,

The shares to be issued in connection with the proposed Acquisition may not be offered or sold in
the United States except pursuant to an effective registration statement under the Secuntles Act or
pursuant to a valid exemption from registration.
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. . o |
Other communications regarding IBERDROLA’s operation for ScottishPower. iy -
[ . oy s] .
- M
Dear Sirs, . . ' o T
In relation to the operation announced by IBERDROLA, S.A. for ScottishPower, TRt T
BBVA hereby communicates the IBERDROLA, S.A. share transactions on the
grounds of a discretionary management of the clients’ / investors’ funds on the
indicated date.
Type of transaction Number of shares Price Date
CLEARANCE™* ' 1,026 - 05/04/2007 ‘
PURCHASE 325 36.77 05/04/2007
PURCHASE 260 36.78 05/04/2007
PURCIIASE 425 36.9 05/04/2007
PURCHASE 135 16.91 05/04/2007
PURCHASE 121 36.95 05/04/2007
PURCHASE 70 16.98 05/04/2007
PURCHASE 25414 37 05/042007
PURCHASE 100 37.32 05/04/2007
SALE 554 36.83 05/04/2007
SALE 886 36.84 05/04/2007
SALE 1,060 36.85 05/04/2007
SALE 1,200 36.91 05/04/2007
SALE 420 36.93 05/04/2007
SALE 130 37.01 05/04/2007
SALE 180 37.32 05/04/2007
SALE 5,000 374 05/04/2007
(*) Portfolio clearance from another entity
Product name Type of Number of shares to Strike Class Date of Maturity
™ transaction which the derivative price (American/ | transaction date
refers European)

This information is hereby made public in compliance with Rule 8 of the Mergers
and Acquisitions Code of the city of London.

Madrid, 10th April 2007
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April 11, 2007
The deal js consistent with the Company’s plans to exceed 10,000

MW in renewable energy capacity in 2011

IBERDROLA ACQUIRES U.S. WIND POWER
COMPANY CPV WIND VENTURES LLC

« The Company envisages investments around €1.5 billion
on new projects at this company, bringing IBERDROLA's
project pipeline in the U.S. to around 8,500 MW '

« CPV Wind Ventures has projects in different phases of
development across U.S. 15 states totalling 3,500 MW. It -
‘will start construction on its first wind farms next year

IBERDROLA - has reached agreement to acquire 100% of U.S.
company CPV Wind Ventures LLC, headquartered in Silver Springs,
Maryland. The deal fits with IBERDROLA’s focus on international
expansion, and in particular on expanding its presence in the U.S.
wind power sector.

The purchase, which involves an initial disbursement of
approximately €55 million and estimated future investments of
around €1.5 billion, is currently pending approval from the
appropriate authorities in the United States.

CPV Wind Ventures LLC has projects under development totalling
3,500 MW of wind power across 15 states and expects to start
construction of its first wind farms next year. In relation to this
construction programme, CPV Wind Ventures LLC has signed an
agreement with General Electric to supply turbines by 2008. CPV
Wind Ventures LLC was formed in 2005 through a joint venture
between Competitive Power Ventures (CPV) and ArcLight Capital
Partners,

IBERDROLA's focus on expansion in the wind power market of the -
United States reflects its major growth potential and fiscal
incentives system supporting it. IBERDRCOLA now has around 8,500
MW in its project pipeline across the country.

In addition to the 3,500 MW from CPV Wind Ventures,
IBERDROLA has 2,000 MW from Community Energy (CEI) projects
in coastal regions of the country. Another 200 MW are in advanced
stages of development, CEI sells more than 3,000 GWh of wind
power to 10,000 residential customers, and has commercial agreements with
nearly 20 electricity companies, both municipal and private. At the close of
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2005 the company had two operating wind farms: Jersey-Atlantic (7.5 MW} and

. Bear Creek (24 MW).

Also, a few months ago, IBERDROLA acquired MREC Partners and its subsidiary
Midwest Renewable Energy Projects, headquartered in Joice, Iowa, with a
combined wind power capacity of 1,600 MW in the Midwest. This is in addition
to an agreement with Gamesa to acquire U.S. wind farms between 2007 and
2009 with a combined installed capacity of close to 1,000 MW located in
Pennsylvania, Texas, and Illinois.

International expansuon is one of the central pillars of IBERDROLAS 2007 2009
Strategic Plan, with renewable energy a key component. In addition to growth
in the United States, other international operations have recently included: an
agreement with Italy’s ‘API group, purchase of Perfect Wind in France, an
agreement with a company in northern China (township of Bayannaoer) to
prospect for sites to install 1,000 MW of wind power and the acquisition of wind
farms in the United Kingdom:.

IBERDROLA and Gamesa have signed the largest turbine supply contract in the
history of the wind energy sector, surpassing €2.3 billion and coming into effect
in projects in 2007-2009,

Leade i ~wWi

with 5,000 MW of generated wind power and another projected 2,000 MW from
ScottishPower - whose acquisition, pending approval from the Court Session of

" Edimburgh, will close April 23 - IBERDROLA is world leader in the wind power

sector.

In the coming years IBERDROLA plans to continue developing renewable energy
technology - like wind - throughout the world while at the same time focusing
on emerging renewable sources such as thermosolar wave energy, biomass
and bio-combustibles.

The Company’s renewable generation installations at present are located in 13
Spanish regions and seven countries: Greece, Portugal, France, Poland, the
United States, Germany and Brazil. With 8.7 times the amount of renewable
power than it had in 2000, IBERDROLA projects to having 7,000MW in various
operations by 2009 and over 10,000 MW in 2011. It has a project pipeline of
18,500MW of renewable power capacity in Spain and the rest of the world.
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This communication does not constitute an offer to purchase, sell or exchange or the solicitation of an offer to
purchase, sell or exchange any securities. The shares of Iberdrola S.A. may not be offered or sold in the United
States except pursuant to an effective registration statement under the Securities Act or pursuant to a valid
exemption from registration. -

This communication and other documents relating to the Offer contain forward-looking information and
statements about ScottishPower and Iberdrola and their combined businesses after completion of the proposed
Offer and otherwise. Forward-looking statements are statements that are not historical facts. These statements
include financial projections and estimates and their undertying assumptions, statements regarding plans,
“objectives and expectations with respect to future operations, capital expenditures, synergies, products and
services, and statements regarding future performance. Forward-fooking statements are generally identified by
the words “expects,” "anticipates,” “believes,” ‘intends,” “estimates™ and similar expressions. Although the
managements of ScottishPower and Iberdrola believe that the expectations reflected in such forward-looking
statements are reascnable, investors and holders of ScottishPower and Iberdrola shares are cautioned that
forward-looking information and statements are subject to various risks and uncertainties, many of which are
-difficult to predict and generally beyond the control of ScottishPower and Iberdrola, that could cause actual
results and developments to differ materially from those expressed in, or implied or projected by, the forward-
looking information and statements. These risks and uncertainties include those discussed or identified in the
public documents sent by ScottishPower and Iberdrola to the Comision Nacional del Mercado de Valores and
under *Risk Factors® in the annual report on Form 20-F for the year ended March 31, 2006 filed by
ScottishPower with the SEC on June 30, 2006. :

. Forward-looking statements are not guarantees of future performance. They have not been reviewed by the
auditors of Iberdrola or of ScottishPower. You are cautioned not to place undue reliance on the forward-looking
statements, which speak only as of the date they were made. All subsequent oral or written forward-looking
statements attributable to Iberdrola or ScottishPower or any of their respective members, directors, officers,
employees or any persons acting on their behalf are expressly qualified in their entirety by the cautionary
statement above. All forward-looking statements included in documents relating to the Offer are based on
information available to Iberdrola on the date thereof. Except as required by applicable law, 1berdrola does not
undertake any aobligation to publicly update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise.
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Additional communications regarding IBERDROLA’s operation for ScottishPower.

Dear Sirs,

In relation to the operation announced by IBERDROLA, S.A. for ScottishPower,
BBVA hereby communicates the IBERDROLA, S.A. share transactions on the

grounds of a discretionary management of

indicated date.

the clients’ / investors’ funds on the

Type of transaction Number of shares Price Date
PURCHASE 100 36.78 10/04/2007
SALE 150 36.75 10/04/2007
SALE 195 36.78 10/04/2007
SALE 70 36.79 10/04/2007
SALE 1,000 36.83 10/04/2007
SALE 260 36.85 10/04/2007
CLEARANCE** 300 - 10/04/2007
(**) Portfolio clearance to another entity
Product name Type of Number of shares to Strike Class Date of Maturity
*) transaction which the option price {American / | transaction date
. refers European)
This information is hereby made public in compliance with Rule 8 of the Mergers
and Acquisitions Code of the city of London.

Madrid, 11th April 2007
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11 April 2007
FORM 8.1
DEALINGS BY OFFERORS, OFFEREE COMPANIES OR THEIR ASSOCIATES

FOR THEMSELVES OR FOR DISCRETIONARY CLIENTS
(Rules 8.1(_:1) and (b)(i) of the Takeover Code)

1. KEYINFORMATION A
Name of person dealing (Note 1) Juan Luis Arregui Ciarsolo
Company dealt in : ' Iberdrola, S.A.

Class of relevant security to which the dealings Ordinax;y shares of €3.00 each
- being disclosed relate (Note 2) :
Date of dealing _ ' 10 April 2007.

In addition Juan Luis Arregui Ciarsolo (a Director of
Iberdrola, S.A.) has dealt on previous dates during the offer

period

2. INTERESTS, SHORT POSITIONS AND RIGHTS TO SUBSCRIBE

(a)

(b)

(<)

Interests and short positions (following dealing) in the class of relevant security dealt in (Note 3)

Long Short
: Number (%) Number (%)
(1) Relevant securities 24,000,200  (2.66%)
(2) Derivatives (other than options)
(3) Options and agreements to purchase/sell
Total : 24,000,200  (2.66%)

Interests and short positions in relevant securities of the company, other than the class dealt in {Note 3)
Class of relevant security: Long Short .

Number (%) Number (%)
(1) Relevant securities
(2) Derivatives (other than options)

(3) Options and agreements to purchase/sell
Total

Rights to subscribe {(Note 3)
Class of relevant security: Details

3 DEALINGS (Note 4)

(a)

Purchases and sales

Purchase/Sale . Number of securities Price per unit (Note 5)
Purchase 10 April 2007 663,271 36.79 Bur
Purchase 05 April 2007 901,729 36.92 Eur

Purchase 04 April 2007 ' 1,850,000 36.98 Eur
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1,100,000 36.90 Eur

Purchase _ 03 April 2007
Purchase 02 April 2007 1,075,000 35.80 Eur
(b) Derivatives transactions (other than options) _
Product name, Long/short Number of securities- Price f)er unit
(Note 6) (Note 7) : (Note 5)
{c) Options transactions in respect of existing securities
£)] Writing, selling, purchasing or varying
Product Writing, Number'of Exercise Type, e.g. Expiry Option money
name, selling, securities to American, date paid/received
e.g. call purchasing,  which the European per unit (Note
option varying etc.  option etc. 5)
' relates
(Note 7)
(ii) Exercising

Product name, e.g. call option

(d) Other dealings (including new securities) (Note 4)
Nature of transaction (Note 8) Details

4.  OTHER INFORMATION

Number of securities

Exercise price per unit (Note 5)

Price per unit (if applicable) (Note 5)

Agreements, arrangements or understandings relating to options or derivatives
Full details of any agreement, arrangement or understanding between the person disclosing and any other person
relating to the voting rights of any relevant securities under any option referred to on this form or relating to the

voting rights or future acquisition or disposal of any relevant securities to which any derivative referred to on this

form is referenced. If none, this should be stated.

Is a Supplemental Form 8 attached? (Note 9)

Date of disclosure

Contact name

Telephone number

Natne of offeree/offeror with which associated

Specify category and nature of associate status (Note 10)

NO

11 April 2007

Enam Miah (ABN AMRO)
+44 (0)207 678 0258
Iberdrola, S.A.

Director of offeror



' No. 82-03382
_ Notes
The Notes on Form 8.1 can be viewed on the Takeover Panel’s website at www.thetakeoverpanel.org.uk

IMPORTANT INFORMATION

This communication does not constitute an offer to purchase, sell or exchange or the solicitation of an offer to purchase, self or
exchange any securities or the solicitation of any vote or approval with respect to the proposed acquisition by Iberdrola S.A. of
ScottishPower plc (the “Acquisition”), nor shall there be any purchase, sale or exchange of securities or such solicitation in any
jurisdiction in which such offer, solicitation or sale or exchange would be unlawful prior to the registration or qualification under
the laws of such jurisdiction.

it and when Iberdrola S.A. commences the Acquisition for the ordinary shares of ScottishPower plc and the Acquisition is
implemented by way of a scheme of arrangement under the U.K. Companies Act 1985, as amended (the “Scheme”), any
securities of Iberdrola S.A. will not be registered under the U.S. Securities Act of 1933, as amended (the “Securities Act”), but
will bé issued in reliance on the exemption provided by Section 3(a)(10) thereof, and ScottishPawer plc will furnish the
. acquisition document to the SEC under cover of a Form 6-K. If and when Iberdrola S.A. determines to commence the Acquisition
by way of a takeover offer under The City Code on Takeovers and Mergers of the United Kingdom (the “Offer”) rather than the
Scheme, Iberdrola S.A. will, to the extent that the shares issued in connection with the proposed Acquisition are required to be
registered in the United States, file a registration statement on Form F-4, which will include a prospectus, with the United States
“Securities and Exchange Commission (“SEC*). Investors are strongly advised to read the documents that will be made available
to them, including the registration statement and prospectus, if and when available, and any other relevant documents made
avallable to them and/or the SEC or other applicable regulatory authorities, as well as any amendments or supplements to
‘those documents, because they will contain important information regarding Iberdrola S.A., ScottishPower plc, the Acquisition
~and any Offer. ScottishPower shareholders should also read the related solicitation/recommendation statement on Schedule
14D-9 that may be filed with the SEC by ScottishPower relating to the Acquisition. If and when filed, investors may obtain free
copies of the registration statement, the prospectus as well as other relevant documents filed with the SEC, at the SEC's web
site at www.sec.goy and will receive information at an appropriate time on how to obtain these transaction-related documents
for free from the parties involved or a duly appointed agent.

The distribution of this communication may, in some countries, be restricted by law or regulation. Accordingly, persons who
come into possession of this document shouid inform themselves of and observe these restrictions. To the fullest extent
permitted by applicable taw, the companies involved in the proposed Acquusmon disclaim any responsibility or lizbility for the
violation of such restrictions by any person.

The shares to be issued in connection with the proposed Acqunsntlon may not be offered or sold in the United States except
pursuant to an effective registration statement under the Securities Act or pursuant to a valid exemption from registration.
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Additional communications regarding IBERDROLA's operation for ScottishPower.

Dear Sirs,

In relation to the operation announced by IBERDROLA, S.A. for ScottishPower,
BBVA hereby communicates the IBERDROLA, S.A: share transactions on the
grounds of a discretionary management of the clients' / investors' funds on the

indicated date.

Type of transaction Number of shares Price Date

PURCHASE 1,000 36.55 11/04/2607

PURCHASE 86 36.56 11/04/2007

PURCHASE 2414 36.57 11/04/2007

PURCHASE 280 36.63 11/04/2607

SALE 24 36.21 11/04/2007

SALE 2,500 36.43 11/04/2007

SALE 1,000 36.54 11/04/2607

SALE 330 36.68 11/04/2607

SALE 670 36.88 11/04/2G07

CLEARANCE™* 4,200 - 11/04/2007

(*) Portfolio clearance from another entity

Product name Type of Number of shares to Strike Class Date of Maturity

*) transaction which the option price {American/ | transaction date
refers European)

This information is hereby made public in compliance with Rule 8 of the Mergers
and Acquisitions Code of the city of London.

Madrid, 12th April 2007
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Additional communications regarding IBERDROLA’s operation for ScottishPower.
Dear Sirs,

In relation to the operation announced by IBERDROLA, S.A. for ScottishPower,
BBVA hereby communicates the IBERDROLA, S.A. share transactions on the
grounds of a discretionary management of the clients’ / investors’ funds on the
indicated date.

Type of transaction Number of shares Price ! Date
PURCHASE 1,100 359 12/04/2007
.| PURCHASE 769 3595 12/04/2007

PURCHASE 2,500 36.22 12/04/2007

.SALE 13,500 35.9 12/04/2007

SALE 464 3593 12/04/2067

SALE 60 35.94 12/04/2007
CLEARANCE* 1,176 - 1210412007
CLEARANCE** 500 - 12/04/2007

(") Portidlio clearance from another entity

(*") Portfolio clearance to another entity

Product name Type of Number of shares to Strike Class Date of Maturity
™ transaction which the option price (American/ | transaction date

refers European)

This information is hereby made public in compliance with Rule 8 of the Mergers

and Acquisitions Code of the city of London.

Madrid, 13th April 2007

END



